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THE IMPERIAL BANK OF PERSIA 


({ncorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 


Capital fully called up - £650000 Reserve Account - - £610,000 
(with power to increase to £4,000.000) 
Reserve Liability of Proprietors under the Charter - - - - £1,000,000 


LONDON BANKERS : 
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‘THE BANK transacts Banking Business of every description in 
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Yorkshire Penny Bank Limited. Union Trust Co., Cleveland. 
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Commerz- und Privat-Bank 


Aktiengesellschaft 


HAMBURG-BERLIN 
250 other places throughout Germany 


CAPITAL AND SURPLUS 
RM 115.000.000 


ALL BANKING TRANSACTIONS 


Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
New York: Konrad von Jlberg, 50, Broadway 


Cable address for main offices and branches “Hanseatio” 
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Capital subscribed Yen 100,000,000 
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Undivided Profits Yen 3,183,251 
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in Japan, and in Pombay, New 
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LONDON OFFICE: 
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Finance Policy of the Roumanian Banks. 


PART from the popular banks, co-operative organizations | § 
established for the benefit of the small landowners, it will | § 
be noticed that the large Roumanian Banks limit their | 


activities to the financing of commerce and industry. Agri- 
cultural demands are of secondary importance and are met out 
of eventual reserves and only during the period preceding the 
realization of the crops. 

The banks show a marked interest in commerce and industry 
and, indeed, no industrial development was possible in Roumania 
immediately after the war without their assistance. A com- 
parison of the balance sheets of industrial companies in 1920 
with those of the present day reveals a precipitous increase in 
their assets, caused by new investments in machinery and plant 
largely due to the action of banking institutions in the purchase 
of large quantities of industrial shares. The banks have 
contributed, moreover, towards the nationalization of industrial 
and mining enterprises belonging to former enemies but situated 
in Roumania. Following a period of special attention to industry, 
the Roumanian banks turned to the aid of commerce with the 
result that the discount on commercial portfolios has shown a 
considerable increase and the upward trend was not checked 
even when, owing to the financial reform of 1925, the circulation 
of the fiduciary currency was limited. During the period of 
reduced circulation the banks were able to supply the commercial 
market by means of credits obtained in foreign centres. 

Thus, apart from fluctuations due to an official collaboration 
between the State and foreign Finance, the Roumanian banks 
have continued their pre-War relations, strengthening them 
and entering upon new connections with foreign financial 
groups. This co-operation has not only brought many milliards 
of lei into the country, to the great benefit of the national 
economy, but it was also of the greatest assistance in smoothing 
out the path for negotiations with the great foreign financial 
institutions on the occasion of the stabilization of the leu. It 
can therefore be said that the State has followed the example of 
the Roumanian banks which were an important factor in 
the flotation of the stabilization loan. 

The policy of the Roumanian banks directly after the war 
evinced a marked preference for industry which, however, 
shortly gave way to the claims of commerce. At the present 
day an equilibrium has been reached and, in addition to the 
financing of agriculture through credits accorded on a re- 
discount basis by the National Bank, commerce and industry 
exercise an equal claim on banking interests. 
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YOKOHAMA SPEGIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan) 


Capital Subscribed ane Fully Paid - ~ Yen 100,000,000 
Reserve Fund . - - - Yen 108,500,000 


Head Office : YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, C chun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kx Yuan, Sarechi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New Youk, Osaka, Pekin, Rangoon, 
Rio de ‘Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonosek1, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, kant, E.C. 2. 
. NOHARA, Manager. 
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NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND - . - - - - £2,875,000. 








London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 








Investors’ Chronicle 


Money Market Review 


ESTABLISHED 1860. 


AN INDEPENDENT FINANCIAL JOURNAL 


Every Saturday. Sixpence. 


Certified Net Sales EXCEED 21,000 copies weekly 


being larger than those of any other weekly newspaper in the United Kingdom 
that makes its appeal to the Business Man and Woman. 


Each issue contains a unique feature : 


** Overseas Finance ”’ 


being contributions from special correspondents, by cable and mail, regarding 
financial and economic conditions abroad. 


Editorial and Advertising Offices: 20 BISHOPSGATE, E.C.2 
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A Banker’s Diary 
Mid-September-—-Mid-October 


THE Revenue Returns for the half-year ended Septem- 
ber 30 show that, as compared with the corresponding 
period of 1928, total revenue at £284,056,928 

Revenue registered an increase of £4,844,881; while 


R 7 
eturns otal expenditure at 334,918,304 regis- 


tered an increase of {9,661,160. The self-balancing 
revenue and expenditure (Post Office and Motor Vehicle 
Duties apportioned to the Road Fund) was {£33,667,000. 
Increases in revenue were recorded in Income Tax 
(total £57,459,000, increase £2,228,000), Super Tax (total 
£11,490,0C0, increase £430,co0o), Estate Duties (total 
£41,790, 000, increase £40,000) , Customs (total £61,071,000, 
increase {2,121,000), and Special Receipts (total 
£11,413,939, increase {2,202,120). A decrease was shown 
in Excise Duties (total £61,278,000, decrease £3,522,000). 
Increases in expenditure were recorded in Interest and 
Management of the National Debt (by £1,481,950). 
Other Consolidated Fund Services (by £839,686), Army, 
Navy, and Air Services (by £1,640,000), and Civil and 
Revenue Services (by £5,978,125). 
SPEAKING at the Annual Conference of the Labour Party 
on October 3, Mr. Snowden announced that in response 
to requests from industrialists, traders, 
financiers, bankers, economists, and labour 
organizations, he proposed to institute an 
inquiry (foreshadowed in a statement made in the House 
of Commons in July last) into the banking, financial, and 
credit system of this country, with special reference to 
the relations between finance and industry. As the 
committee is to be given wide terms of reference it is 
expected that the inquiry will be exhaustive. 
THE Annual Report for 1928-29, by Messrs. Thelwall 
and Kavanagh, relating to economic and _ financial 
conditions in Germany, has recently been 
ae issued by H.M. Stationery Office. The re- 
pcos el port refers to the slowing down of the 
industrial activity which characterized the 
preceding and earlier years, and points out that in brief 


Banking 
Inquiry 
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this was due to the virtual completion of the process of 
rationalization; the attraction of funds to America to 
take advantage of the high lending rates prevailing 
there—in contradistinction to the inflow of capital funds 
to Germany which previously obtained; the influence of 
the new reparations discussions, leading to an export of 
capital and general uncertainty; and the exceptionally 
severe winter, the effects of which were to hinder pro- 
duction.. The report discusses the clamant need for the 
co-ordination and consolidation of financial relations 
between the Reich and the States, the adverse effects of 
the failure of the Mks. 500,000,000 loan of February 1927, 
and the general state of tension observable in the money 
market—which was mainly due to higher commodity 
price levels and the needs of public authorities. In spite 
of these adverse conditions the iron and steel and en- 
gineering industries met the situation successfully; but 
depression was noticeably felt in the textile industry. 
For the year as a whole, imports fell by £11,650,000, and 
exports increased by the remarkable amount of 
£70,860,000. 








AN International Congress on Thrift has been held in 
London during the second week of October. The Congress 
: was attended by 250 delegates from foreign 
eo countries, and 150 from Great Britain and 
Cane Ireland. Its aim was to survey existing 
methods of promoting thrift, to report on 
present conditions, and to seek new ways of enhancing 
the volume of voluntary saving. On October 8—the 
opening day—the Congress was addressed by Mr. Philip 
Snowden, who pointed out that the Trustee Savings 
Banks in this country hold deposits of nearly £160,000,000, 
the Post Office Savings Banks over £288,000,000, while 
also a total of over 900,000,000 National Savings Cer- 
tificates had been sold, which, allowing for withdrawals, 
accounted for a further £500,000,000. Building Societies 
deposits amounted to £250,000,000, an increase of no 
less than £37,000,000 over last year. Altogether, in- 
cluding the funds held by the C.W.S. societies and other 
organizations, the total of savings amounted to 
£1,500,000,000. 
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A List of questions drawn up by the Central Committee 
concerned with the Indian banking inquirv has recently 
; been issued, replies to which may be sent 
a. in up to the end of January 1y30. The list 
Inquiry divides the matters to be dealt with into 
five sections, viz. : (1) Industrial banks and 
credit for India’s chief industries; (2) foreign trade; 
(3) regulation of banking; (4) banking education and 
(5) general banking organization. 


THE trade returns of this country, relating to the first 
nine months of the year to September 30, show that 
total imports were {897,111,807 (1928, 
Mind £866,074,375), total exports £543,411,106 
(1928, £534,953,998), and total re-exports 
£84,437,930 (1928, £91,551,723). Compared with 1927 
imports were down by nearly £4,000,000, exports were 
up by £25,000,000, and re-exports were down by nearly 
£12,000,000. The increase in exports thus recorded 
during the past two years has been achieved in spite of 
a fall in the wholesale price index from about 142 to 
about 132°5. 


DuRING the first and second weeks of October the peseta 
showed persistent signs of weakness, the Madrid rate 
’ falling to 35-20 to the £ sterling, compared 
—_— with a pre-war parity of 25:22. The fall 
was due to the fact that the Spanish 
Government ceased to support the exchange owing to 
the exhaustion of its credits, both in London and New 
York. Negotiations for the increase of the credits proved 
abortive, the banks demanding official stabilization as a 
preliminary to this. It is reported that the Minister 
of Finance has abandoned the idea of stabilizing the 
currency, as he believes it would provoke an economic 
catastrophe. 


On October 12, for the first time this year, the sterling- 
dollar exchange reached par. The ostensible cause of 
' this was the decline in the New York call 
memes: money rate, coupled with the erratic con- 
Sadenee ditions which have lately prevailed on 
Wall Street. These factors have caused 

the withdrawal of brokers’ and other loans from the 
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market. Additional to these, it is thought that some 
influence must be ascribed to the raising of the Bank of 
England rate. 


IN a statement to the Press the Japanese Minister of 

Finance is stated to have said that, as negotiations for 

the conversion of the British 4 per cent. 

—— loan of 230,000,000 yen, redeemable in 

* 1931, must be opened not later than next 

July, the gold embargo ought to be lifted 

before that date. It is believed that legal stabilization 

of the currency may therefore not be long delayed, as 
the gold reserves are substantial. 


Embargo 


THE Organization Committee of the Bank for Inter- 
national Settlements is meeting at Baden-Baden for the 
purpose of carrying out the preliminary 

Bank for ,; Work designated for it by the Young 
a Report. The title of the Bank, and the 
amount of its capital (the equivalent of 
$100,000,000), have been approved; but agreement on 
the wider questions of the Bank’s functions is more 
difficult. Differences of view have been evident on the 
question of the deposits to be received by the Bank, and 
also concerning its relations with other central banks. 
The possibility of competition between the proposed 
bank and the central banks of the various countries has 
not yet been successfully dealt with; but it has been 
agreed that central banks shall maintain complete 
independence with regard to the Bank, which will have 
no power to over-ride their decisions. Nor has the 
location of the Bank been agreed upon, but the con- 
stitution of the Board of Directors is now settled. This 
will consist of : (1) Six presidents of the banks of issue 
represented at Baden-Baden (excluding the Federal 
Reserve Bank); (2) representatives of commerce, indus- 
try, and finance, chosen by the presidents of the banks 
of issue; (3) two representatives of America, to replace 
those who might otherwise have come under the first 
category; and (4) nine representatives of the banks of 
issue of other countries. The members included under 
the first category and one American director will hold 
office permanently ; while the remainder will be elected 
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for a period of three years. To deal with a German 
request for a moratorium, it was decided that the Board 
should co-opt further members. The President of the 
Board will preside over its meetings, and be responsible 
for maintaining contact between the Board and the 
technical staff of the banks. The Director-General will 
be responsible for the management of the Bank, and 
will also represent the Bank in its relations with other 
institutions. The original proposals respecting cover for 
deposits have been rejected, and it has been decided 
that 100 per cent. cover is necessary because the Bank 
will not possess rights of issue. Nor will the Bank issue 
bonds, it will have no direct relations with Governments, 
and will not advance to them. 


ALTHOUGH the raising of the Bank Rate to 6} per cent. 
did not have immediate effects on the exchange position, 
. subsequently a general appreciation of 
—. sterling in terms of the more important 
Position Currencies has occurred. The single ex- 
ception to this is apparently the franc, but 
here also improvement has been registered. In view of 
the exchange improvement, gold movements are on 
balance favourable—thus for the weeks ending October 9 
and 16 the Bank Return showed a net increase of 
£1,653,500 and £935,700 respectively. 


THE Imperial Bank of India raised its discount rate from 
5 per cent. to 6 per cent. on October 10. The Copen- 
: hagen bank rate was raised from 5 per cent. 
> to 54 per cent. on September 26, on which 
date also the Stockholm rate was raised 

from 44 per cent. to 5$ per cent., and the Irish bank rate 
from 6 per cent. to 7 per cent. On September 27 the 
Oslo rate was raised from 54 per cent. to 6 per cent., and 
the Vienna rate from 74 per cent. to 84 per cent. 
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The Banking Enquiry 


HE announcement that the Government will 
| shortly appoint a Committee to enquire into our 
banking and monetary system will occasion no 
surprise. The decision appears to have been welcomed 
by the country at large; and the City, perhaps a little 
anxious, generally approves of the coming investigation. 
Provided the Committee be wisely chosen, and the 
Chancellor of the Exchequer has given his assurance 
that it will command confidence, the feeling is that good 
will at least result in dispelling a great deal of popular 
ignorance, that the present system will emerge from 
the inquisition justified on the main issues, while it 
should serve to clear up a good deal that has been 
obscure even to instructed persons and may well lead 
to minor reforms of real value. The precise reference 
and the composition of the Committee are unknown 
at the time of writing, but Mr. Snowden has stated 
that it will be asked to examine “ the relations of industry 
and finance with wide terms of reference.” It is common 
knowledge that there is a sharp cleavage of opinion on 
the subject of our banking policy in recent years. It 
is probable that both the critical and the orthodox 
schools will be strongly represented. But where the 
differences, as in this case, are serious and fundamental 
it is often better to aim at a Committee which is judicial 
in its character and to allow the advocates from rival 
camps to appear as witnesses. 

Having found a large measure of agreement as to 
the wisdom of the decision to hold an enquiry, some 
attempt may be made to formulate very briefly the 
complaints levelled against the present system by those 
who have been most clamorous and insistent in asking 
for it. For some time past there have been expressions 
of disapproval, growing in number, of the Bank of 
England and of the monetary policy of which it is 
popularly held to be the sole author. The Bank and its 
Governor have become the targets for the shafts of the 
currency cranks and of the street corner politician. 
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But the critics are not all of this quality. There are 
numbered among them economists and industrialists of 
eminence. The raising of the Bank rate to 63 per cent. 
at the end of September was promptly followed by 
a violent article in a popular newspaper entitled ‘“ Un- 
employed, by order of the Bank of England,’ written 
by Lord Melchett. The connection thus drawn between 
the present bank rate and unemployment, intended to 
strike the popular imagination, marks the climax of 
discontent. The specific grounds of discontentment are, 
however, several and may be shortly enumerated. 

The story really begins with the great deflation 
starting in 1920, leading up to the return to gold in 
1925. The huge sacrifice thus accepted by this country 
in the name of rectitude and currency principle has been 
contrasted with the relatively easy conditions enjoyed 
by those countries which preferred to devaluate their 
currencies. It would be beside the point to argue at 
the present time the merits of the views of those who 
believe our policy to have been wrong. The relevant 
consideration is that the deflation and return to gold 
are popularly believed to have been dictated by the 
Bank of England, or at least by an inner world of 
financiers who are thought to have interests that are 
opposed to those of industry. 

Upon this foundation criticism has been piled up. 
Every year since the great depression the prospects of an 
industrial revival have been canvassed. Instead there 
has been continuing unemployment, falling prices, and 
little or no profit in the basic industries. At the same time 
the doctrine has been popularized that depression is 
caused by want of purchasing power and restricted 
credit. Any evidence, such for example as was afforded 
by the sterilization of the great gold influx in the earlier 
part of last year, of credit restriction has been adduced 
as further proof that the Bank is callous to the needs of 
industry. The wage earner has been repeatedly invited 
to believe, and is increasingly ready to believe, that his 
standard of living could be improved by the simple means 
of issuing more purchasing power wherewith to raise 
his wages and take the products of his labour off the 
market. 

Once again the critics have been given ammunition 
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in the quite recent events that have led to the exodus of 
gold and the expression of doubt as to the future of the 
gold standard. The thought has been suggested that 
there has all along existed an alternative to the policy of 
defending the reserve through the instrument of the 
bank rate. When the rate was raised last February and 
again last September prominent politicians and less known 
industrialists prophesied gigantic increases in the numbers 
of the unemployed. The notion has thus spread that the 
gold standard is a fetish of the financiers and that the 
world of industry has been sacrificed upon its altar. 
And to this charge is often added another: that the 
banks fail in their duty in not supervising the use of 
capital more closely in order to check the flow into 
purely speculative or socially undesirable channels. The 
demand is made that they should exercise an influence 
over the qualitative use of liquid funds. 

The charges against our monetary policy to which 
reference has been made are mostly of the popular 
kind, or at least they have been stated in popular form. 
This quality has been emphasized because in point of 
fact the outcry against the Bank of England and its 
policy is very largely popular in its character. It is 
before the bar of common opinion rather than in a court 
of experts that the Bank is being arraigned. This in 
itself helps to explain the personal nature of much of 
the criticism. Thus not a little of it is directed against 
the autocratic power attributed to the Governor of the 
Bank, to the secrecy which he preserves with regard to 
his policy, and to the irresponsible constitution of the 
Bank itself. No attempt has been made in this article 
to examine the merits of the several grounds upon which 
the Bank of England and its policy are being attacked. 
It may, however, be useful to classify the critics under 
two main heads. There are, first, those whose broad 
aim is ‘the socialization of banking.’’ Their chief 
objective is to have a central bank which “is directly 
under public control.’’ The second class of critics is of a 
very different kind. It is composed mainly of those who, 
well versed ir. monetary principles, are anxious to get free 
from the traditions of what they regard as old fashioned 
and outworn practice. Their theories are mostly directed 
towards a more “ scientific ’’ monetary system. But they 
L 
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combine their advocacy of new principles with a demand 
for very much greater publicity, not merely in respect of 
policy, but even more in regard to the actual facts, 
the data in the ignorance of which it is difficult or im- 
possible to judge of the policy or avoid the uncertainty 
which is one of the handicaps now felt by business men 
in their endeavours to foresee and adapt themselves to 
future circumstances. This demand for publicity, not 
by the Bank of England alone, but on the part of the 
whole banking system is very widely shared and it will 
be generally expected that one of the results of the 
forthcoming enquiry will be to satisfy the demand at 
least to a large extent. 

It is impossible to look forward to an investigation 
of the kind now projected without some qualms. It 
would be easy to do something very foolish. But those 
who may entertain such fears should find much con- 
solation in the speech delivered by Mr. Snowden at the 
Brighton Conference of the Labour Party. Not only did 
he defend the gold standard against the uninformed 
attacks of many of his Party, but he went out of his way 
to explain that the recent advance of the bank rate 
was the only possible course to adopt under the circum- 
stances. Further, he laid stress on the obvious truth that 
the monetary situation was an international one, the 
responsibility for which could in no way be visited 
upon the Bank of England. In the understanding of the 
Chancellor of the Exchequer lies the best safeguard 
against rash and ignorant innovation. 





Bank of England Policy 


Professor Gustav Cassel’s Opinion 


ROFESSOR GUSTAV CASSEL, the eminent Swedish 

Pp economist in an article in the quarterly report of 
the “ Skandinaviska Kreditaktiebolaget ” says “ The 

low international valuation of the pound sterling is not 
due to any real deterioration in the internal value of the 
pound, which, on the contrary, is more than satisfactory. 
There is therefore no reason to endeavour to peg up 
the rate of exchange for the pound by measures aimed 
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at increasing the internal purchasing power of the pound 
sterling. The situation would have been entirely different 
if the low rate of exchange for the pound had been found 
to be an expression of an internal deterioration of the 
pound, reflected by an increase in the British level of 
prices relatively to that of the United States. In that 
case a real inflation would have existed, and it would 
have been necessary to take the most drastic measures to 
limit the amount of money in circulation and to force 
down the British level of prices. The Bank of England 
would have been entitled, nay would have been under 
obligation, to resort even to a very high bank rate with 
a view to a speedy restoration of the purchasing power 
of the currency to the normal. The Bank of England 
has not acted in this manner. It has stoutly opposed a 
rise in the bank rate, though this expedient might have 
been regarded as the means nearest at hand to uphold 
the international position of the pound sterling and to 
safeguard the gold reserves held by the Bank. And the 
Bank of England, with apparent unconcern, has let its 
gold reserves be drained on month after month by the 
continuous export of gold. Only when this drain, 
towards the end of September, seemed to be assuming 
too menacing proportions, did the Bank consider it 
necessary to proceed to an increase in the discount rate. 

‘The gold reserves had then fallen considerably below 
the figure of 150 million pounds sterling, which, according 
to the Cunliffe Committee, was to be regarded as a normal 
minimum. The Bank has thus plainly shown that it 
considers that the gold reserves exist in order to be 
used in the case of abnormal requirements, and not to 
be immobilized in accordance with stereotyped rules. 
It seems incontestable that the Bank of England has 
thereby done the world a great service, as its example 
will apparently continue to be universally regarded as a 
standard of sound bank policy. 

“Of course the Bank would not have acted in this 
manner, had it not been convinced that the internal 
value of the pound sterling was quite satisfactory, and 
that measures for a further reduction of the British 
level of prices would have been not only unnecessary, 
but also extremely ill-advised from the point of view 
of the internal economy of the country.” 

L2 











140 THE BANKER 


A Crisis in American Banking 


By H. Parker Willis 


NLY a few months ago it was predicted in these 
() pages that a turning-point in American banking 

would very shortly arrive. Attention was then 
called to the probable effect of the great consolidations 
that were taking place among banks in all parts of the 
country, and particularly in New York. It was noted 
that these consolidations would be likely to make it 
practically essential to provide for branch banking in 
some form, inasmuch as the large aggregations of capital 
which were being established would be able to serve their 
desired purposes in promoting efficiency and economy, 
only if they were given very full scope in working them- 
selves out through the establishment of branches. At 
that time few, if any, public expressions of opinion had 
been heard on the subject ; but since then the matter has 
been under almost constant discussion in inner banking 
circles, with the result that a very strong current of 
opinion has begun to show itself in favour of some change 
of policy that would permit the legal establishment of 
branch banks. It will be recalled that, at the present 
time, national banks may legally establish a limited 
number of branches within the city in which the parent 
office is situated, while under Federal Reserve regula- 
tions, banks with State charters must regulate their 
conduct in establishing branches, by the provisions of 
the National Banking Act and its amendments; other- 
wise they will not be admitted to membership in the 
System, nor will they be allowed to continue such 
membership if they already possess it. 

All this, of course, is in the background, and most 
observers recognize that it will be very difficult to get 
Congress, a body in which country banking interests are 
strongly fortified, to take any action. Moreover, during 
the past month, further consolidations of banks have 
taken place, both in New York and elsewhere, the most 
conspicuous probably being the junction of the National 
City Bank and the Corn Exchange Bank, both of New 
York City. At the same time, however, there has been 
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a large development of holding-company banking. This 
movement was already well under way in many parts 
of the country, but perhaps had made less progress in 
New York than elsewhere. During September there was 
announced the establishment of an “ investment trust ”’ 
of great size, whose purpose it will be to buy, and hold, 
the stocks of banks, and which already has control of 
about twenty banks with some twenty others in negotia- 
tion for the transfer of their stock to this holding 
company. The announcement merely makes more 
emphatic the developments of a similar kind that have 
been going on in other parts of the country. 

Mr. Craig Hazlewood, President of the American 
Bankers’ Association, in a public statement on the whole 
question surveys the situation as follows : 

We are witnessing some of the most outstanding developments and 
important changes in banking history. During the past year there 
have been upward of one thousand bank consolidations, which repre- 
sented, to a large extent, the results of economic forces, which require 
great economies in banking, more complete facilities, and larger 
reservoirs of capital. Stimulated by the need for better bank manage- 
ment, we have had a startling increase in the trend toward group, 
chain, and branch banking. Group banking, particularly, has made 
remarkable strides in the past few months, and is a great new develop- 
ment in finance, designed to give sound and able management of 
banks, protection, and assurance of safety to the public, and wider 
service to the communities the banks serve. But there are many 
problems in connection with group banking that must be worked out. 
It is taking different forms in different sections of the country. 


This statement is rather remarkable, as apparently 
giving endorsement of the head of the American Bankers’ 
Association, to a movement which at the present time is 
on the border line of legality. The idea of holding com- 
pany banking was first planned on a large scale about 
twenty-five years ago during the Administration of 
President Roosevelt. One of the New York banks which 
had been for a long time ambitious to reorganize on a 
national scale, had formed a securities company, whose 
stock was entirely owned by the stockholders of the bank 
in question, and had been made non-transferable, except 
as the stock of the National Bank was transferable. The 
matter was brought to the attention of the Attorney- 
General then in office, and an opinion was rendered by 
him, in which it was held that the purchase and holding 
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of bank stocks by a company whose own stock was 
owned by a national bank or its shareholders was illegal. 
This gave the movement a rather severe blow, particu- 
larly as similar opinions were obtained by State 
superintendents of banking in various places, with respect 
to holding companies that might be owned or controlled 
by banks with State charters. However, the movement 
for bank extension shifted into a different channel, the 
larger banks making actual purchases of other existing 
banks already established, consolidating them with the 
parent offices, so far as corporate existence was con- 
cerned, but keeping open the offices which had been 
occupied by the old banks. The latter thus appeared as 
branches, in effect, even if not in theory. 

During the Wilson Administration effort was made to 
curb this extension of banking ownership, or of joint 
control, of the banks by identical boards of directors, 
through the adoption of what was known as the Clayton 
Act. This Act, however, was never very effective, and 
the administration of it was placed in the hands of the 
Federal Reserve Board which allowed a good many of 
its provisions to become practically nugatory. When the 
war was over the extension of banking, through purchase 
in this way, began to extend itself very greatly, and at 
the same time many of the States passed laws or adopted 
administrative rulings allowing branch banking. By 
1925 there were between twenty-five hundred and three 
thousand legally organized branches in the country, 
while there were certainly several hundred more cases in 
which banks owned the stock of security companies or 
trust companies, which in turn were themselves large 
holders of bank stocks. The so-called McFadden Act of 
1927 undertook to regulate the movement, and to confine 
it within limits, by legalizing branch banking within 
cities, and making it illegal elsewhere, but this measure 
has been almost wholly ineffectual. However, the 
holding-company banking that is now gaining ground is 
not entirely the product of bank ownership, but is an 
apparent offshoot of the investment trust movement. 
Banks and banking houses are acting as leaders in the 
organization of investment trusts, and these latter are 
buying widely of bank stocks. But the investment 
trusts are, usually, not wholly owned by the banks, and 
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in a good many cases their stock is merely owned by 
leading directors, or by persons closely affiliated with 
banks. Thus the influence of the banks over the smaller 
banks whose stock is purchased is indirect. Nevertheless, 
the fact that consolidation and the merging of banks has 
gone forward so rapidly, and has been accompanied 
by holding-company banking on a large scale, has given 
the whole subject a great deal of urgency it could not 
otherwise have had. 

One factor which has evidently been influential in 
altering the attitude of national legislators toward this 
whole subject has been the fact that so many banks were 
retiring from the national system. The number of 
national banks has fallen from year to year for several 
years past, and there has been a great deal of delay in 
organizing new ones, many would-be institutions deciding 
to organize under State charters, and then to become 
members of the Reserve System. On the other hand, 
national authorities have begun to feel that they must do 
something to restore the popularity of the national 
system. Knowing, as they do, the laxity of the law in 
many States concerning the operation of holding com- 
panies, they have raised the question whether the 
effective thing for them to do would not be to admit the 
existence of branch banking without any delay, and to 
give the word to those who have been doubtful of re- 
maining in the national system that they may thus 
continue their programme of bank expansion on a per- 
fectly legal basis and without any fear of interference. 
The trouble, of course, is with Congress, and it has been 
thought desirable to try to get as much influence as 
possible enlisted on behalf of branch banking, before the 
winter session of Congress opens, in order that there 
might be no failure to make as strong an impression as 
possible upon the mind of the legislative body. This has 
been the basis for the current struggle at the San 
Francisco meeting of the American Bankers’ Association, 
undertaken undoubtedly with the idea of obtaining a 
general blanket endorsement of branch banking for 
transmission to Congress. 

The small or country banks have not been slow to 
take the alarm, and in the Convention of State Bank 
Supervisors, which was held at San Francisco, just before 
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the opening of the American Bankers’ Association, the 
whole subject has been carefully discussed, and the plans 
of the national authorities have been attacked and 
rebutted, both as contrary to the spirit of existing law, 
and as promising a gateway for ill-founded and un- 
warranted attacks upon the smaller banks—largely upon 
those organized under State charters. The convention 
in question adjourned after adopting resolutions strongly 
enjoining its officers to do all that may be done for the 
purpose of maintaining the rights of small banks, and 
protecting them against aggression. State supervisors 
of banking are, on the whole, fairly representative of 
small banking opinion. They are, as a rule, and par- 
ticularly in the Western States, relatively free from the 
control of domination of large banking interests, and 
being politically-appointed officers, are disposed to regard 
themselves ordinarily as not responsible to the larger 
banks, as much as they are to the far more numerous 
constituency consisting of country banks and the clients 
and friends of these institutions. Their position is thus 
practically a direct defiance of the branch banking 
interests, and a notice that the large institutions will not 
be allowed to carry out their programme of extension 
and consolidation without the strongest kind of 
opposition. 

It has not been strange that, in these circumstances, 
the Bankers’ Convention has failed to go on record 
unequivocally with respect to branch banking, in spite of 
the effort that has been made to induce it to take the 
subject under careful advisement. One of the out- 
standing features of the Convention was an address of 
the Comptroller of the Currency, in which he made a 
vigorous plea for the amendment of the National Bank 
Act in such a way as to permit the establishment of 
branches at any point in the United States, or failing in 
this, to allow branches to be freely established within 
any Federal Reserve district, with adjustments to be 
made in those cases where a given trade area, or given 
economic division of the country overlap Federal Reserve 
District lines. This argument for branch powers called 
forth a great deal of response which made it evident how 
far-reaching a change of opinion has taken place among 
the bankers of the country. Nevertheless, the indirect 
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attitude of the American banking mind, and its dis- 
inclination to deal openly with banking problems was 
sufficient to render the pleas of the Comptroller for 
unbiased consideration largely nugatory. The State 
banking division of the American Bankers’ Association, 
indeed, immediately interpreted his proposals in a political 
light. “If carried out,” said a resolution adopted by 
this division, “* they would result in giving new and 
unfair advantages to national over State institutions.” 
State bankers, in other words, were not willing to see the 
branch bank issue settled in such a way as to develop 
banking most rapidly, but insisted upon giving first place 
to considerations of competition between the national 
and the State chartered banks. 

One factor which showed how opinion was moving 
in the convention was the “ survey ”’ of chain or group 
banking (by holding companies) that was presented to 
the Association, as the result of a complete national study 
made by the “ Economic Policy Commission ’”’ of the 
Association, which has been working at the matter for 
more than a year. This commission finds that there 
are now 272 chain or group bank systems involving 
1,784 banks, with aggregate resources of more than 
$12,500,000,000, or probably close to one-quarter of the 
banking resources of the country. While the report of 
the investigation did not take very definite ground either 
for or against this type of banking, it apparently had at 
least an unconscious bias in favour of so-called group 
banking, and unquestionably reflected a large section of 
opinion in the Association. 

In spite of the desultory and unsatisfactory character 
of the work done at San Francisco, there can be no 
question that the meeting was a rather epoch-making 
event in the history of American banking, because of its 
more or less frank recognition of the revolutionary 
character of the changes that had come over the whole 
financial situation within recent years, and because of 
the straightforward advocacy of new legislation designed 
to recognize these changes through modifications of the 
National Bank Act. There seems to be every reason for 
believing that the branch bank question will come up 
in the winter session of Congress, and that the result will 
be a general political debate on the whole_question. This 
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debate is likely to broaden into discussion of the recent 
investment trust development, particularly in its re- 
lationship to the holding of bank stocks. That may take 
the discussions still further afield, and involve con- 
sideration of reasons why country banks have not been 
profitable, and have in so many instances been forced to 
the wall and obliged to go into bankruptcy. Notwith- 
standing that the epidemic of bank failures which had 
been so serious during the past five years had apparently 
been somewhat stayed about the end of 1928, the past 
few months have seen a recurrence of it in an aggravated 
form, so that now the official reports for the first seven 
months of the year show a total number of bank failures 
of about 450. At the present rate the total for the year 
will run close to 750 or 800, and while this is not the 
worst record that’ hes been made during the past few 
years, it is a bad one. In fact, at one time during the 
summer, it seemed as if the epidemic of bank failures 
would spread into the Eastern States. It has, however, 
thus far been pretty well confined to the south and west, 
notwithstanding that the great depreciation in the prices 
of foreign bonds has inflicted severe losses upon a great 
many small banks, and has compelled them to write off 
heavy amounts, in order to comply with the requirements 
of bank examiners. On the other hand, the large banks 
which have definitely gone into the securities business, 
through the ownership of stock in such security com- 
panies, have been able to show great profits, and the 
fact that, in many cases, the bonds that have suffered 
so severely were brought out by these very companies 
(which, however, did not retain many of them for them- 
selves) has caused a great deal of prejudice and ill-feeling. 
There is a situation in this state of things which is likely 
to be very troublesome and distasteful, if it should be 
brought up and used in connection with the discussion 
of the conflicting interests of the small and large banks. 
As yet it is uncertain what shape the Congressional 
discussion will immediately take, but it may take form as 
an amendment to the National Banking Act designed still 
further to broaden the power of establishing branches. 
Federal Reserve authorities have been inclined to feel 
that, if the large banks of New York should be authorized 
to establish branches as they please throughout the 
country, the effect would be to interfere very seriously 
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with the working of the Federal Reserve System, because 
the banks would then be operating in more than one 
district, and would presumably be in position to transfer 
their funds out of one district and into another, while 
applying for discounts to Federal Reserve banks where 
they pleased. It has been contended that, in such 
circumstances, the Reserve System could be kept in 
working order only by further amendment of the law in 
such a way as to prescribe the methods to be followed by 
banks which thus overpass district lines. In order to 
meet this objection it is now suggested that, instead of 
seeking a branch banking power which would be nation 
wide, the attempt be made merely to grant a power of 
establishing branches within a given district in which the 
parent bank is situated. That this would lead to a good 
many absurdities and inconsistencies is not denied. It 
would, however, adjust the branch banking system to the 
existing scheme of twelve district central banks—in 
some fashion. Out of such a change, however, might 
very conceivably grow a plan to convert one of the 
Federal Reserve banks into a general central bank for 
the country, the other eleven becoming branches of it. 
One or more of the reserve banks have long nourished an 
ambition to do something of this kind, since only in that 
way can they attain to the position of a central bank. 
Some progress has been made through violation of or 
ignoring of law, toward the creation of such a central 
bank, but the legal obstacles still in the way have been 
too great to permit a complete working out of any 
such programme. If branch banking gains a thorough 
foothold and succeeds in being recognized by Federal 
law, it may, however, prove the medium through which 
the ambitions of those who want to establish a real 
central bank may eventually be realized. 

There is an interesting phase of this whole question 
which is of considerable significance to foreigners, but 
which is pretty well neglected in American discussion. 
This is the question of foreign branch banking. As is 
well known, a branch of foreign banks established in an 
American State must usually take out a charter as a 
local corporation if it wishes to exercise full banking 
powers. This is not true in all States, but it is generally 
true in all those which offer a desirable business field to 
the foreign banks. Take, for example, the State of New 
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York. Under the law the foreign bank which wishes to 
establish a branch in the State must either obtain a 
licence from the superintendent of banks, or must in- 
corporate a local bank with a Board of Directors a 
majority of whom are American citizens. The licence 
which is issued to most of the foreign branches conveys 
only limited banking powers, and, of course, does not 
permit them either to issue notes or to receive deposits. 
They are, therefore, for the most part, simply agencies 
dealing in foreign exchange, making acceptances, and 
meeting paper which has been made payable at their 
establishments. Few or no foreign banks have followed the 
plan of incorporating a local bank, partly because of the 
expense and trouble involved in it, and partly for other 
reasons. It is very difficult now to get a local bank 
charter under any conditions. In a few cases foreign 
banks have purchased a majority of the stock in small 
banks in New York, and have then operated these banks 
as their branches, but they are only a handful. Now, if 
some provision authorizing local branch banking should 
be adopted by the Federal Government it would almost 
necessarily involve legislation upon the question of foreign 
branch banking. Under American law any corporation 
not organized within a State is a foreign corporation, and 
thus the branch of a New York bank located across the 
Hudson in New Jersey would be a foreign bank. What 
is done with respect to such foreign branches will almost 
necessarily have to be extended to the branches of banks 
whose parent office had been chartered by a foreign 
government. This might materially change the branch 
banking relationships between the New York market 
and European markets. 

The situation is thus seen to be one which involves 
wide and important ramifications, and which may prove 
to furnish a turning-point in American banking history 
in more ways than one. So great are the possibilities 
involved in it, that there seems little likelihood of getting 
it disposed of at any single session of Congress. Now that 
it has been definitely taken up, however, by conspicuous 
figures in the banking community, and by the American 
Bankers’ Association, it seems to be well assured of the 
thoughtful hearing which in recent years has been very 
generally denied to it. 
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Swaraj and Indian Banking 


\“s Indian Banking Enquiry Committee will tave 
a very difficult task in separating political from 
economic considerations. Every problem in India 

to-day seems to be fated to have its issues confused by 

the introduction of racial and political questions, and the 
question of banking will be no exception. A _ typical 
example was the recent discussion in the Legislative 

Assembly on Sir George Schuster’s proposal to introduce 

a bill for the amendment of the Negotiable Instruments 

Act. The question was raised several years ago by the 

Associated Chambers of Commerce-—-a technical point 

regarding the endorsement of bearer cheques, a curious 

practice in this country—but no action had been taken 
by Government until this year. When at last Govern- 
ment decided to bring the matter up for consideration 
by the Legislative Assembly, the proposal was opposed by 
the Federation of India Chambers and strong opposition 
was at once raised in the Assembly, with the result that 

Government was defeated. Similarly, the controversy 

regarding the currency and exchange policy of the 

Government has taken a definite racial trend, and it is 

perhaps as well, in these circumstances, that the Finance 

Member has taken a definite stand against re-opening 

of the question. 

There can be no doubt that the main problem of India 
is economic and not political, and it is possible that the 
present division of the country for electoral and legisla- 
tive purposes into communal sections is tending to 
obscure the fundamental needs of the country. It is 
most unfortunate that an important question such as the 
development of banking should evoke bitter comments 
such as “foreign domination’”’ and “relentless com- 
petition of powerful rivals from abroad.’’ The immediate 
outcome of this attitude is the creation of an atmosphere 
of suspicion and distrust which makes reasonable and 
impartial discussion and judgment exceedingly difficult, 
if not almost impossible. 

In a recent address to the Economic Society o: the 
Scottish Churches College, Calcutta, Mr. Nalini Ranjan 
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Sarkar, M.L.C., a member of the Central Banking Com- 
mittee, stated that ‘‘ India would not be following a 
singular course if she ended the regime of free trade in 
banking,” and he proceeded to urge that banking should 
be protected from unequal foreign competition. After 
remarking on the apathy of the foreign Government, he 
commented on the apathy of the Indian public and their 
preference for foreign banking institutions. He con- 
tinued on a note which will command general agreement, 
that the Indian public should give up its attitude of 
indifference to Indian banks, and having given them its 
patronage should keep such an enlightened and alert 
watchfulness on the management that the banks would 
be compelled to conduct business on sound and honest 
lines. 

The question which arises in one’s mind is how this 
ideal can be converted into a practical proposition. There 
is evidently a feeling among keen and enthusiastic Indians 
that good banks can be created by legislation, and that 
money entrusted to local banks staffed by Indian 
bankers can be considered absolutely safe provided 
there is adequate supervision by an intelligent directorate 
elected by shareholders, and some form of Governmental 
control and audit. Further, there is jealousy and 
indignation because exchange banks and foreign in- 
stitutions are endeavouring to extend the scope of their 
operations to up-country stations, and there is a 
persistent demand for the more rapid Indianization of 
the Imperial Bank of India. 

There is no doubt at all that the sphere for the 
development of banking in India is enormous. The 
burden of indebtedness of the agriculturalists, around 
which so much controversy raged when the exchange 
ratio was under consideration, has arisen as a result of 
the impossibility of the ryot being able to get credit 
accommodation at a reasonable rate of interest. 
Small sums are borrowed in the first place at ruinous 
rates, and debts accumulate rapidly. Notes of hand are 
made and renewed at so many pice per rupee per mensem 
interest, which represents anything from 75 to 125 per 
cent. per annum on the original sum. Naturally, 
therefore, the extension of banking will meet with 
tremendous opposition from vested interests in this 
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particular sphere. Co-operative banks are doing a great 
work in tackling the problem, but they can touch only 
the margin. : 

A further difficulty is the almost ineradicable habit 
of hoarding. The amount of wealth which is buried 
would provide working capital for innumerable banks 
all over the country. The introduction of Post Office 
Cash Certificates seems to have tapped this source of 
capital to some extent, and it is possible that the intro- 
duction of gold-saving certificates, as recommended by 
the Hilton-Young Commission, would mobilize some of 
the gold which is at present useless for monetary purposes. 

Even when the fundamental difficulties of attracting 
the deposits necessary for the successful functioning of 
up-country banks have been overcome, there will be 
the even greater task of general control and unification 
of these banks. Universal regret was felt when the bill 
for the creation of a Reserve Bank of India fell through, 
though in its final mutilated form it would probably have 
been more of a hindrance than a help. The political 
aspect had dominated the financial to such an extent 
that smooth working would have been impossible. This 
is one of the most important questions to be settled by 
the Central Committee, assuming that the provincial 
committees can make practicable suggestions for the 
growth and development of mofussil banks. The present 
system of dual control of credit and currency must cease, 
and repetitions of incidents, such as were experienced 
last year when Government forced up the Bank Rate 
against the considered views of the Imperial Bank, are 
definitely undesirable. 

But the point that must be steadily borne in mind 
in surveying banking problems in India is that the 
fundamental requisite is good bankers. A generation 
of bankers must be created who are steeped in the 
traditions of honesty and sound banking. Without them 
no system, however supervised or protected, can flourish. 
The Imperial Bank of India is doing pioneer work in 
this respect, and there are already several branches in 
charge of Indians, who are proving themselves worthy 
of their trust. There are also indigenous institutions, 
like the Central Bank of India, who have built up a fine 
banking business and are training Indian bankers, and 
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one wishes such men and their banks every success. The 
small depositor, however, will never submit to being 
ordered where to entrust his money, and it will take 
time to persuade him that banks are better places than 
the earth. The process will be accelerated by the 
growth of the banking spirit and tradition, to which 
end Government can doubtless assist by educative 
propaganda. But such development will not be assisted 
by any measures of protection or retaliation. The 
watchwords of the Banking Committee should be co- 
operation and goodwill, and prejudices regarding British 
capital and British bankers must be put aside. Let India 
raise all the capital she can for the development of banks 
and there will still be room for what is available from 
abroad. Moreover, until Indians of the right stamp are 
available for the control and direction of banks the 
staff must be recruited overseas. Free trade in banking 
will settle this problem far more satisfactorily than a 
policy of exclusion on racial grounds. 





French Budgetary Surplus 
Tax Reduction or Debt Redemption ? 
By Joseph Caillaux 


(Sénateur, ancien Président du Conseil.) 


HE financial policy of the French Government has 
lately become the subject of lively discussion. 
The Budget for 1930 has met with an opposition 

in the Finance Committee and in the Chamber such 
as has not been experienced since 1926. One is tempted 
to ask whether this is due to a change in the financial 
policy of the government, whether M. Chéron, who has 
had a hard battle to defend his proposals before the 
Committee, has abandoned M. Poincaré’s methods. This, 
however, is not the case. The present Minister of 
Finance is following closely in the footsteps of his pre- 
decessors, and, if his proposals are not received in the 
same way, it is not that the system has been changed 
but because, having borne its fruit—rather bitter fruit 
to some tastes—the spirit of criticism has revived both 
in the public and in Parliament, 
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When in 1926, I assumed for a few weeks the functions 
of Minister of Finance, preceding M. Poincaré, and 
attempted to determine the best way of salvation, as 
much for the sake of my probable successors as for my 
own, I thought it necessary to make an announcement, 
which was, however, totally ignored. 

“ It is fairly easy,’’ was the substance of my statement, 
“to restore the equilibrium of the budget and to save 
the national currency by means of an increase of taxation. 
This is a tempting method, as it does not require any 
great constructive effort. It is, however, a dangerous 
method. French economic wealth has been destroyed 
during the war to an extent which we cannot yet 
accurately determine, for the amount of the devastation 
is disguised by the illusory activities of inflation. Once 
everything has settled down we shall be in a better 
position to measure the extent of the destruction. At 
present I am convinced that from a fiscal point of view 
we are approaching a limit which should not be exceeded 
without elaborate precautions against a violation of 
national economy.” 

As is known, my successors did not consider it desir- 
able to follow thisadvice. Taxation has been raised toa 
considerable extent ; the budgets have balanced, and have 
even produced a large surplus which has been applied 
in principle to the redemption of the debt. As time 
passed, it appeared as if I had made too low an estimate 
of the fiscal capacity of France. Nevertheless, in another 
sphere, a remarkable phenomenon has occurred. In 
1928, while wholesale prices declined between January 
and December by 34 points in Great Britain, by 6 points 
in the United States, they rose by 17 points in France. 
This rise cannot be attributed to the stabilisation of the 
franc, as the highest point in 1928 was reached three 
months previous to the legal stabilisation of the currency. 
Its real causes should be found in the increase of taxation 
and in the development of the note circulation, another 
consequence of the Government’s methods which I have 
already had the opportunity of discussing in THE BANKER. 

Results have followed each other with the strictness 
of economic laws which, though sometimes late in making 
themselves felt, are none the less inexorable. The year 
1928 revealed a deficit in the trade balance, which 
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increased considerably during 1929. For the first eight 
months of 1929, the surplus of imports over exports 
amounted to 6,805 million francs, foreshadowing a deficit 
of 10 milliards for the whole year. This figure pro- 
duced a sufficiently profound impression to necessitate a 
statement on the part of the Minister of Finance, according 
to which France’s trade balance also closed with a deficit, 
in 1913, and that in that year there was an import 
surplus for the first eight months, of 1,059 million francs, 
the equivalent of 5,250 millions to-day. 

This official statement does not escape criticism. 
Apart from considering as negligible the difference of one 
and a half milliards between the deficit of 1913 and that 
of 1929, it overlooks the modification of France’s national 
wealth during the last sixteen years. Before the war, 
France possessed a holding of foreign securities the yield 
of which was more than sufficient to meet the deficit in 
the trade balance. This is no longer the case to-day, 
and the indications supplied by foreign trade statistics 
deserve, therefore, close attention. 

The business world is unanimous in demanding a 
reduction of fiscal burthens which they consider the 
principal cause of the deficit in the trade balance. In 
fact, it is difficult not to be astonished when comparing 
the above figures with those of the budgetary surplus. 
For the first eight months of this year, the revenue surplus 
amounted to 4,430 millions, the greater part of which 
was supplied by indirect taxes, and this has contributed 
to the increase of prices and to the trade deficit. 

It was a favourite saying of a great Finance Minister 
of the Third Republic, Maurice Rouvier, that a just 
equilibrium is better than a plentiful surplus. He had 
in mind the dangers which threaten a too well balanced 
budget : demands for new expenditure. There is, how- 
ever, another danger which was not foreseen by Rouvier : 
that of a Finance Minister receiving so much money that 
he does not know how to employ it, and is tempted to 
use it imprudently. 

In the return of the Bank of France for September 
19th, the Treasury and the Caisse d’Amortissement had 
a balance of over 14 milliards. The Treasury is obliged 
to maintain 3,200 millions as a counterpart to the per- 
manent advances of the Bank to the Government. But 
apart from that there is an amount of nearly 11 milliards 














FRENCH BUDGETARY SURPLUS 155 


which is entirely unproductive, as the Bank does not 
pay any interest on it. This sterile immobilisation of 
such a considerable amount, levied on the resources of 
the country, is evidently paradoxical. At the same 
time, the fiduciary circulation reaches the maximum 
figure of 65 milliards. This is largely the result of the 
redemption of Bons de la Défense Nationale and of the 
purchases of ventes in the open market, carried out on 
account of the Caisse d’ Amortissement. 

Should this policy be continued until the end of the 
year it is likely that on January I, 1930, the note cir- 
culation will have reached 70 milliards. This would 
necessarily result in a new rise in prices which would 
accentuate the contrast between the price level in France 
and that in foreign countries, and would stimulate the 
increase of imports. At the same time, it would provoke 
demands for an increase of wages and salaries, the first 
signs of which are already noticeable among the miners 
of Northern France. 

It is not necessary to describe the whole process. It 
appears probable that the years of impressive and impru- 
dent revenue surpluses, levied on the economic substance 
of the country, will be succeeded by lean years of deficit. 

I pointed out some time ago that it is both unjust 
and dangerous to burthen the present generation with too 
large a part of the financial consequences of the war. It 
is admittedly simple to adopt the formula of debt redemp- 
tion by means of an increase of taxes. This is, however, 
too rigid a conception of Government finance to be in 
accordance with real life. It is a thankless, difficult 
and complicated task to manage the Public Treasury. 
It is not preconceived theories that are wanted, but a 
constant sense of compromise between the requirements 
of the State and the resources of the country; not so 
much ready-made formula as a constant adaptation to 
changing reality. 

It is an interesting question whether the French 
Chambers will understand this, whether they will make 
up their minds to break with the mistaken policy of 
rigidity which, though satisfactory to M. Poincaré, a 
lawyer, would never content a statesman whose unceasing 
care was Budgetary finesse and the constant regulation 
of fiscal policy according to the requirements of the 
economic life of the Nation. 
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The New Companies Act 


II 
By P. D. Willcock 


REGISTRATION OF DEBENTURES 


All debentures created after the rst January, Igor, 
must be registered at Somerset House, as required by the 
Companies Act. They need not be registered as bills of 
sale, even though they include chattels, for, by the Bills 
of Sale Act, 1882, s. 17, they are definitely excepted 
from the regulations regarding registration laid down by 
that Act. 

REGISTRATION OF MORTGAGES 


The provisions of s. 93 of the Act of 1908 regarding 
registration which have become so familiar to bankers 
are now replaced and extended by ss. 79 to 87 and gI 
of the new Act of 1929. 

These sections provide for the registration in a public 
register at Somerset House (which can be inspected by 
anyone upon payment of a fee of one shilling) of a com- 
pany’s mortgages and charges, and avoid, as against 
creditors and liquidators, mortgages and charges not duly 
registered within 21 days after their creation. 

To the list of mortgages which the Act requires to be 
registered the new requirements have added—(a) a charge 
on calls made but not paid; (b) a charge on a ship or any 
share in a ship; (c) a charge on goodwill, on a patent 
or licence under a patent, on a trade mark, or on a 
copyright or a licence under a copyright (s. 79 (2) ). 

The complete list of charges which now require 
registration is therefore as follows :— 

1. A charge for securing an issue of debentures; or 

2. A charge on uncalled capital; or 

3. A charge created by an instrument which, if made 
by an individual, would require registration as a bill of 
sale; or 
4. A charge on land (e.g., not only a legal mortgage 
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but also a deposit of title deeds or any other equitable 
or implied charge should be registered) ; or 

5. A charge of book debts; or 

6. A floating charge on the assets of the company as 
a going concern; or 

7. A charge on calls made but not paid; or 

8. A charge on a ship or a share in a ship; or 

g. A charge on goodwill, patents, trade marks, or 
copyright. (It is apprehended that the implied charge 
on goodwill under a floating charge created prior to the 
Act of 1929 does not require further registration if the 
floating charge itself has already been registered.) 

10. When a company acquires property which is 
already subject to a charge which would itself if created 
by the company be registrable, particulars of the charge 
must now be registered (s. 81, Act of 1929). 


Effect of non-registration 

If a mortgage or charge is not registered with the 
Registrar it is VOID AS A SECURITY, but the obligation 
to pay the debt remains. That is to say, the creditor 
loses his security and becomes an unsecured creditor. 
But the unregistered mortgage or charge is only void 
as against the liquidator (7.e. if the company goes into 
liquidation) and as against creditors. Whilst the com- 
pany is a going concern, it is good as against the 
company, and the company may give a subsequent valid 
mortgage to secure the same debt. But if a subsequent 
creditor, even with notice of the first charge, takes a 
registered charge before the first charge is registered, 
he obtains priority. (Re Monolithic Company, 1915, 
I Ch. 643.) 


Time for Registration 

The mortgage or charge should be registered within 
21 days of the date of its creation. The decision in 
Esberger v. Capital and Counties Bank, 1913, 2 Ch. 366, 
is of importance to bankers in this connection, for 
Sargant, J., there held that the date of the CREATION 
of a mortgage or charge by a company is the date when 
the instrument of mortgage or charge is executed and 
not the date when any money is subsequently advanced 
on it. 
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In that case the facts were that in September Ig10 
a company deposited with a bank certain title deeds 
of landed property and a sealed but undated memorandum 
of charge to secure future advances, which were from 
time to time subsequently made by the bank. On 
June 14, 1911, the manager of the bank filled in that 
date, and on July 3, 1911, the memorandum was for 
the first time registered with the Registrar of Joint 
Stock Companies. The company subsequently went 
into winding up. 

Held :—That the transaction was void as a security, 
against the liquidator and creditors of the company, for 
want of registration in due time under s. 93 of the Act 
of 1908. 

It appears clear from this decision that to be valid 
the charge referred to should have been registered within 
21 days after its creation, and such creation dated from 
the time the deeds were deposited as security and not 
from the time the security was perfected. On the other 
hand, it would appear from the decision in re Spiral 
Globe, Lid. (No. 2), 1902, 2 Ch. 209, that where the 
security consists of debentures, these are not deemed 
to have been created until some of the series have been 
issued. 

These decisions illustrate the risks to which a banker 
is exposed in accepting from limited companies by way 
of security letters of deposit or memoranda of charge 
undated and unstamped with the object of postponing 
their completion and registration until a later date. 
The mortgage or charge would be deemed to have been 
“created ’’ when the document was signed or executed 
by the customer and deposited with the bank by way 
of security, and in the event of the liquidation of the 
company would be liable to be set aside unless it had 
been registered within 21 days of that date. 


Extension of Time for Registration 


If the failure to register a charge within the proper 
time is accidental or due to inadvertence, the Court has 
power to grant an extension of time (s. 85), but the order 
will usually contain words to the effect that the extension 
is without prejudice to the rights of parties acquired 
prior to the date of actual registration. Where the order 
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is made subject to such a condition and before actual 
registration a winding up commences, the mortgage or 
charge, if subsequently registered, is not effective as 
against the general body of creditors. (Anglo-Oriental 
Carpet Company, 1903, I Ch. 914.) Further, an order 
for extension will not be made after a winding up 
commences. 

Risks of Delay in Registration 

Where delay has taken place, the only alternative 
to an application to the Court for an. extension of time 
is to cancel the charge or debentures and to take a fresh 
charge. The risks involved are that :— 

1. If the company goes into liquidation within three 
months of the date of registration, the charge may be 
impeached on the ground of fraudulent preference. 

2. In the case of debentures, if the company goes 
into liquidation within sIx MONTHS of the date of their 
creation, the charge is vord except as to any money paid 
at the time the charge was given or subsequent thereto 
unless the company can be proved to have been solvent 
(s. 266 of the Act of 1929; ve Stanton, Lid., 1929, 
I Ch. 180). 


Priorities 

3. A subsequent mortgagee will obtain priority if he 
registers his charge first, even though he had notices 
of the prior unregistered charge. 


Methods of postponing the necessity to register 

With a view to meeting the wishes of a company 
and obviating the necessity to register a mortgage or 
charge as required by the Companies Act, an agreement 
is sometimes taken from the company to execute a 
mortgage or charge or create debentures in favour of 
the bank when requested by the bank in writing to do so. 
The efficacy of this method must necessarily be dependent 
upon the exact nature of the agreement. The law on the 
subject is that if the agreement has the effect of creating 
an equitable charge at once, as it frequently does, it 
should be registered within 21 days. But if the agreement 
does not create an equitable charge at once and is merely 
an agreement to give a charge in the future it need not 
be registered. 
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Even though the need for registration be thus post- 
poned, it should be borne in mind that in the event of the 
liquidation of the company such a transaction is open 
to suspicion (re Jackson and Bassford, 1906, 2 Ch. 467) 
and if the charge is created within three months before 
the winding up it may be void as a fraudulent preference. 
And in the case of debentures they may alternatively 
be avoided unless the company was solvent at the date 
of their creation except in regard to new money advanced 
thereon since that date if liquidation follows within 
three months, putsuant to s. 212 of the Act of 1908. 
Moreover, this period is now extended to six months by 
s. 266 of the Act of 1929. 

Another method of postponing the necessity to 
register a mortgage or charge against a limited company 
is to take an agreement from the company to the effect 
that it will not create any mortgage or charge upon its 
assets without the written consent of the bank. Such 
a method being purely of a negative character does not 
necessitate any registration, but on the other hand it 
leaves the bank in the position of an unsecured creditor. 

Again, there is a still further method sometimes 
adopted of obtaining an undertaking from the directors, 
purely in their personal capacity, that they will, when 
requested by the bank to do so, procure the company 
to create a mortgage or charge in favour of the bank. 
Not being an undertaking by the company in its corporate 
capacity no registration is necessary. This method may 
sometimes be found useful as a temporary expedient, 
particularly in cases of reconstruction; but the obligation 
it creates is, if anything, a moral rather than a legal 
obligation on the part of the directors. Events may 
transpire rendering it impossible for them to give effect 
to their promise; and even if they are able to do so the 
bank may be exposed to risks already mentioned of 
avoidance on the ground of fraudulent preference, or 
alternatively, in the case of debentures, under s. 212 of 
the Act of 1908 now extended by s. 266 of the Act of 


1929. 
Mortgages which do not require Registration 


The above-mentioned sections of the Companies Act 
apply only to specified classes of mortgages and charges. 
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Provided the property charged is not within the category 
of the properties referred to in these sections and the 
mortgage is merely a simple mortgage or charge and 
not for the purpose of securing an issue of debentures, 
it is not registrable. 

For example, a mortgage or charge on a concession, 
or a mortgage by deposit of dock warrants, bills of 
exchange, bills of lading, or other mercantile documents, 
does not require registration. 

The “ Greene ’’ Committee wisely rejected the sugges- 
tions which were made in some quarters that such charges 
should be made registrable, it being recognized that to 
do so would be to place a grave handicap upon the every- 
day commercial life of the country. The great export 
and import trades are largely financed by short-term 
bankers’ advances, secured by the deposit of documents 
of title to goods, and it is a matter of satisfaction that 
such transactions remain unaffected by the new Com- 
panies Act and its requirements regarding registration 
of charges. 


Foreign Companies 

Section 90 now extends to these companies the provi- 
sions as to registration of charges on property in England 
which are created, and to charges on property in England 
which is acquired, after the commencement of the new 
Act. 


Pre-Act Charges 

Charges created before the commencement of the new 
Act which would have required registration if created 
after the new Act came into force have now to be 
registered within six months from the Ist November, 
1929 (s. 91). 
Charges on Land 

Lastly, charges on land by limited companies do not 
require registration under the new Law of Property Acts 
(7.e. the Land Charges Act, 1925), the reason being that 
the regulations regarding registration with the Registrar 
of Joint Stock Companies at Somerset House are intended 
to be substitutional for such procedure. 
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International Banking Review 
UNITED STATES 


HE race for supremacy by means of amalgamations 
| continues unabated. In order to secure its lead 
against any possible surprise on the part of its 
rivals, the National City Bank has made arrangements 
to absorb the Corn Exchange National Bank. In 
anticipation of the transaction the shares of the former 
rose appreciably. It is a curious phenomenon that the 
amalgamation race among the leading banks is con- 
sidered as a bull point for their shares, despite the fact 
that in every case they have to pay excessively high 
prices for the banks acquired, and that the amalgamations 
do not lead to any substantial reductions inthe percentage 
of their overhead charges to their gross earnings. The 
rise in the shares of smaller commercial banks which are 
likely to be absorbed is much more justified, as the 
rival leading banks are prepared to pay a price in excess 
of their intrinsic value. 

Another interesting development in American banking 
is the planned reorganization of the Giannini group of 
banks, with a view to paving the way for their technical 
amalgamation. The members of this group are connected 
through a highly complicated network of holding com- 
panies ; though technically independent units, for practical 
purposes they may be considered as branches or affiliates 
of a single bank. In order to bring about their formal 
amalgamation certain legislative changes are necessary. 
Although such changes are not considered to be imminent, 
the group is making preliminary arrangements to be 
ready for the amalgamation at the opportune moment, 
and is, in the meantime, absorbing other institutions. 
The Manhattan group of banks, consisting of the Bank 
of the Manhattan Company, the International Acceptance 
Bank, and the International Manhattan Co. is also 
undergoing a re-grouping. The total share capital of 
the three institutions will be acquired by a holding 
company named after the first-mentioned member of the 
group. Its domestic banking business will be carried on 
by a new institution called Bank of Manhattan Trust Co., 
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with a capital of $22,250,000, and surplus and undivided 
profits of $42,000,000. The capital of the mother- 
institute will be increased from $22,250,000 to $26,000,000, 
and the new shares will be offered to the old holders at a 
premium of 500 per cent. As a result, the surplus and 
undivided profit of the company will increase to about 
$62,000,000. The object of the scheme is believed to 
be to enable the Bank of the Manhattan Co. to leave the 
Federal Reserve System and to acquire banking interests 
outside the State of New York. The foreign business 
of the group will remain in the hands of the International 
Acceptance Bank, and the securities department will 
remain in the hands of the International Manhattan Co. 


FRANCE 


From time to time attempts are made in various 
continental countries to acquire the control of a leading 
commercial bank with a view to using its deposits for 
financing the schemes of the controlling interests. The 
latest attempt of this kind was directed against the 
Comptoir National d’Escompte which was practically 
the only big French bank without any shares of plural 
vote to secure the control of the bank against such 
attempts. Although the endeavours failed, the board 
of directors considered it advisable to take measures 
of precaution. At a meeting of the shareholders on 
October 6 it obtained authority to increase the capital 
from 400,000,000f. to 787,500,000f. Of the new shares 
37,500,000f. will carry plural votes. The directors 
stated that they have no intention of making use of the 
authorization in the near future, and that possibly 
the shares with plural vote will never be issued, as the 
mere possibility of issuing them will itself discourage 
any attempt to acquire the control of the institution. 

Another interesting development in French banking 
is the establishment of close connections between the 
Banque Générale du Nord and the Union des Mines. 
The Banque Générale du Nord, which was established 
at Lille in 1858, under the name of Verley Decroix & Co., 
and assumed its present name in 1919, has reduced its 
share capital from 100,000,000f. to 50,000,000f. through 
the reduction of the nominal value of the shares from 5oof. 
to 250f. fully paid. The difference is being reimbursed 
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to the shareholders. The capital will be raised again to 
100,000,000f. through the issue of 200,000 shares of 
250f. fully paid, at a price of goof. Of the new shares, 
100,000 is offered to the old shareholders, while the other 
100,000 is to be acquired by the Union des Mines. The 
transaction is being carried out under the auspices of 
the Société Générale and the Banque de l'Union 
Parisienne, which banks have hitherto controlled the 
Banque Générale du Nord. At the same time, the latter 
is acquiring part of the capital of the Union des Mines. 
This institution has taken a very active and progressive 
part in financing the French coal industry since the war, 
and its association with an important provincial com- 
mercial bank is not without significance. 

There have been a few small bank failures lately, 
the most important of which is that if the Crédit 
Orléannais. Its deficit is estimated at 6,000,000f., and 
it had several branches in Paris and in the Orleans 
region. An official of a local bank in Algiers has been 
arrested on charge of embezzlement. The misappropria- 
tions are stated to amount to 10,000,000f., but the bank 
is in a position to support the loss. 

The net profits of the Caisse Commerciale et Indus- 
trielle de Paris amounted to 6,557,000f. in 1928, against 
4,798,000f. in 1927. The dividend has been raised from 
30f. to 40f. per share. 


GERMANY 


The outstanding German banking event, not only 
of the past month, but of the whole post-war period, is 
the announcement of the fusion arranged between the 
Deutsche Bank and the Disconto-Gesellschaft. The 
name of the new bank will be Deutsche Bank und 
Disconto-Gesellschaft. A block of shares will be taken 
over by the National City Bank of New York. - The 
affiliated banks of both Deutsche Bank and Disconto- 
Gesellschaft will be absorbed by the combined institution. 
The shareholders of the Suddeutsche Disconto-Gesell- 
schaft, the Rheinische Creditbank, and the Norddeutsche 
Bank in Hamburg have agreed to the arrangement. 

As an aftermath of the failure of the Frankfurter 
Allgemeine Versicherungs-A.G., there was a run of 
depositors on the Franfurter Sparkassa von 1822, and 
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onfother savings banks in Frankfort, Berlin, and provincial 
centres. Fortunately, most of them were able to meet the 
heavy withdrawals of deposits, as a result of which 
confidence has been restored. It is rumoured, on the 
other hand, that a leading private banking firm has 
suffered considerable losses, though there is no need 
for uneasiness as its foreign associates will prevent a 
collapse. The only savings bank which failed is the 
Berliner Spar-und Kreditverein, which closed its doors 
on September 23. A small private banking firm, 
Siegmund Sternheim, which was established in 1873, 
also suspended payments. Its liabilities are compara- 
tively moderate, and are widely distributed. Bankruptcy 
proceedings have begun against the Bankhaus Nauheim 
& Co., Darmstadt. On the other hand, the creditors of 
the private banking firms Hundertmarck & Co., Berlin, 
and Wallenberg, Pachaly & Co., Breslau, have accepted 
a settlement out of court. Reports as to the difficulties 
of the Hamburg banking firm Michael & Woelber are 
without foundation; the bank has met all its liabilities. 


ITALY 


The Milan banking firm Banca Bancora & Ronchetti 
has suspended payments. Its deficit amounts to 3,000,000 
lire. It offered its creditors a settlement of 40 per cent. 
This is the only suspension announced lately. It is 
generally believed that the banking situation is gradually 
improving as a result of an improvement of the economic 
situation. 

The meeting of the shareholders of the Consorzio 
Mobiliare Finanziario, a holding company closely asso- 
ciated with the Banca Commerciale Italiana, delared 
a dividend of ro per cent. on the share capital of 
210,000,000 lire. 


AUSTRIA 


An agreement has been reached for the absorption of 
the Allgemeine Oesterreichische Bodencreditanstalt by 
the Oesterreichische Creditanstalt. To that end the 
latter will increase its share capital by about 40,000,000 
schillings. For each four Bodencredit shares of 50 
schillings nominal one Creditanstalt share of 40 schillings 
nominal will be given in exchange. Foreign banking 
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interests will take over part of the newly issued shares 
of the Creditanstalt. 

Rumours concerning the negotiations for a fusion 
between the Niederoesterreichische Escompte-Gesellschaft 
and the Wiener Bankverein are stated to be without 
foundation. There is, indeed, no reason for any further 
amalgamations between big Austrian banks, as the 
object of the present deal was not to increase the Credit- 
anstalt but to save the Bodencreditanstalt. On the other 
hand, further amalgamations between small Austrian 
banks would be most desirable as many of them are too 
weak to withstand adverse conditions. The Innsbruck 
banking firm, Bankhaus Peterlunger, suspended pay- 
ments, and bankruptcy proceedings have been initiated 
against it. 


HUNGARY 


It is reported that Mr. Simon de Krausz, owner of 
the Bankhaus Simon Krausz, of Budapest, which 
suspended payments some time ago, has settled part 
of the claims out of the proceeds of the sale of his private 
property, and applications for bankruptcy proceedings 
have therefore been withdrawn. It is believed that all 
claims will gradually be settled. 


ROUMANIA 


On October 1, the Societate Bancara Romana was 
opened for business. Its capital is 250,000,000 lei, 
and its chairman is M. Argetoianu, a former Minister 
of Home Affairs. The principal shareholders are the 
Dresdner Bank—whose Bucharest branch is taken over 
by the new bank—the Commerz- und Privatbank, 
S. Japhet & Co., London, and other German and Dutch 
banking interests. 


BELGIUM 


The Banque de Bruxelles intends to increase its 
share capital from 440,000,000f. to 640,000,000f. through 
the issue, at 1,250f., of 400,000 new shares of 5oof. 
nominal. 

The Banque Coloniale de Belgique earned a net 
profit of 1,994,000f. for the business year 1928-29. 
A dividend of 5f. per share has been declared. The net 
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profits of the Crédit Générale du Congo have increased 
from 11,243,000f. in 1927 to 17,077,000f. in 1928. The 
dividend has been maintained at rof. net. 


CZECHOSLOVAKIA 


The movement of amalgamations among provincial 
banks is making further progress. The Moravian Mort- 
gage Bank will shortly be absorbed by a commercial 
banking concern. 

The Bank Habermann of Franzensbad got into 
difficulties as a result of a run of depositors. The bank 
is of purely local importance. 

The Kommerzialbank A.G., Zagreb, which is affiliated 
with the Bank of Czechoslovak Legions, increased its 
share capital from 5,000,000 dinars to 10,000,000 dinars. 


SPAIN 


The net earnings of the Banco Herrero, Oveido, 
amounted to 2,551,917 pesetas for 1928. A dividend of 
Io per cent. has been declared. The net profits of the 
Banco Calamarte declined from 1,572,000 pesetas in 
1927 to 818,000 pesetas in 1928. The dividend has 
been reduced from 6 per cent. to 5 per cent. The decline 
is due to the bookkeeping adjustment as to the value of 
security holdings. The Credito Balear earned a net 
profit of 556,000 pesetas for 1928, against 535,000 pesetas 
for the previous year. The net earnings of the Banco 
Saniz amounted to 1,351,000 pesetas in 1928. A dividend 
of 5 per cent. has been declared. The Banco de Reus 
increased its net profits from 388,000 pesetas in 1927 to 
420,000 pesetas in 1928. It declared a dividend of 
7 per cent. against 6 per cent. last year. 


PORTUGAL 


By virtue of the agreement between the Portuguese 
Government and the Bank of Angola, the latter will 
issue new shares to an amount of 10,000 contos. These 
shares will be taken over by the Caisse Nationale de 
Crédit, and the payment will be made in the form of 
30 years bonds bearing interest of 7 per cent. The Bank 
of Angola will participate in the creation of the Banco 
de Fomento Colonial. 
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DENMARK 


The net profits of the Nationalbanken i Kobenhavn 
for the business year ended July 31, 1929, amounted to 
5,506,000 kroner. The Government’s participation in 
the profits is about 14 millions. A dividend of ro per cent. 
has been declared. In a statement made before the 
Folketing, the Finance Minister, Mr. Brasnaes, stated 
that the annual amount of 750,000 kroner which the 
Nationalbanken is obliged to pay in addition to a per- 
centage of its profits, is not sufficient, and the Government 
will claim to increase it on the occasion of the renewal 
of the bank’s note issuing privilege in 1938. He said 
that it was only through the Government’s assistance 
that the bank emerged from the war and post-war crisis. 
Should the bank refuse the increase, the Government 
may decline to leave the note issue monopoly with a 
company controlled by private shareholders. 


NORWAY 


A Swedish banking group, including the Stockholms 
Inntecknings Garanti Aktiebolaget, the Sundswall 
Enskilda Banka, and the private banking firm C. G. 
Cervin, Stockholm, issued a loan of 10,000,000 kroner, 
bearing an interest of 54 per cent., for the Norges 
Kommunalbank. The loan was heavily over-subscribed, 
and the bank exercised its right of increasing the amount 
to be allotted to 15,000,000 kroner. The loan is 
guaranteed by the Norwegian Government. 


ESTONIA 


The Bank of Estonia increased its rediscount rate 
from 74 per cent. to 8 per cent., in consequence of the 
increase of the British Bank rate. Negotiations are in 
progress with a view to placing the shares of the bank 
held by the Government. The League of Nations refused 
the application of the Government to postpone the 
date before which the shares have to be placed with 
private investors. Part of the shares will be taken over 
by co-operatives. 

The Dorpater Bank suffered substantial losses as a 
result of the failure of one of its big clients. Rumours as 
to its difficulties are without foundation, however, as the 
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losses will be met through an increase of the bank’s 
capital. 
POLAND 


The Minister of Finance has decided to sell part of 
the shares of the Bank of Poland held by the Government, 
to an amount of 50,000,000 zloty. The shares will be 
sold at a premium of 50 per cent. The transaction is 
not imminent, however, as the present moment is not 
opportune. 

The American Bank of Poland, which is controlled 
by the Swedish Match Trust, is increasing its share capital 
from 5,000,000 zloty to 10,000,000 zloty. The new shares 
are offered to the shareholders at 150 per cent. The 
Bank Ziemianski is increasing its share capital from 
15,000,000 zloty to 20,000,000 zlotv. The new shares 
will be taken over by the bank’s chief shareholder, the 
Warsaw Land Credit Bank. Mr. Czechovitz, the late 
Finance Minister, has recently joined the board of the 
bank. 


GREECE 


The Official Gazette publishes a decree as to the 
opening of the new Banque Agricole, which will begin 
to operate on November 1. It will take over the agri- 
cultural credits department of the National Bank of 
Greece, which will confine its activities to commercial 
banking. 

PERSIA 


The first ordinary meeting of the shareholders of the 
Persian National Bank was held on September 19. 
The report covering the period of September 8, 1928, to 
March 20, 1929, shows a turnover of 2,020,082,000 kran. 
The gross profit amounted to 1,893,000 kran, while the 
net profit was 474,000 kran. A dividend of 6 per cent. 
will be issued on the paid-up share capital of 8,000,000 
kran. The balance sheets shows deposits of 55,378,000 
kran and other creditors of 90,155,000 kran. Discounts 
amounted to 6,874,000 kran, while loans on security 
totalled 38,146,000. The amount of cash was 42,651,000 
kran, that of bank balances was 64,898,000 kran. A 
number of branches have been opened, and the establish- 
ment of several other branches is under preparation. 

N 
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CHILE 


The net earnings of the Banco Central de Chile for 
the first half of 1929 amounted to 10,960,000 pesos 
against 8,620,000 pesos for the first half of 1928 and 
9,570,000 pesos for the first half of 1927. The dividend 
has been maintained at I0 per cent. per annum. On 
June 30 the amount of reserves was 18 millions. The 
gold stock was 624 millions, a slight increase as compared 
with the corresponding figure for 1928, while gold 
holdings abroad declined from 501,100,000 pesos to 
405,000,000 pesos during the past twelve months. The 
ratio of gold reserve to note circulation was 93.89 per 
cent., against III.7I per cent. a year ago. Deposits 
have declined from 96,800,000 pesos to 85,100,000 pesos. 
The report states that the stabilization of the currency 
has been carried out successfully, as the fluctuations of 
the exchange during 1928 did not exceed one per cent. 
Gold coins of 40 pesos and 20 pesos will be issued shortly. 


ARGENTINA 


The Banco Andino Italiano, Mendoza, has suspended 
payment. Hundreds of depositors of the poorer classes 
are threatened with the almost total loss of their savings. 

The dividend of the Banco de Galicia has been raised 
from 4 per cent. to 5 per cent. After various amortiza- 
tions, net profits amount to 606,000 pesos. On June 30, 
deposits amounted to 64,594,000 pesos, an increase of 
four millions. The net profits of the Banco Frances del 
Rio de la Plata for the past business year amounted 
to 1,191,000 pesos gold. A dividend of 7 per cent. was 
declared. 

BOLiviA 


The Banco de la Nacion Boliviana, which has been 
transformed into a central bank, and concluded its 
activities as a commercial bank on June 30, has issued 
its report on the first half of 1929. Its net profits 
amounted to 1,582,000 bolivianos, of which the Govern- 
ment’s share is 12 per cent. On June 30, gold and foreign 
balances amounted to 58,146,000 bolivianos, while the 
note circulation was 44,971,000 bolivianos, and deposits 
amounted to 19,393,000 bolivianos. 
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Bankers and the Law 


HE close association of bankers with company 
| finance and also with investors who transact 
their buying and selling of stocks and shares 
through their bankers may raise questions that will 
find their way into-the Courts. But we scarcely appre- 
ciate or understand the attitude of some members 
of the financial press who have animadverted 
upon the suggestion that the banker should work in some 
sort of co-operation with the Stock Exchange in the 
endeavour of that body to unravel and straighten out 
the complications caused by the collapse of the Hatry 
groups of companies. For instance, bankers have been 
reminded of the obligation of secrecy as to their customers 
affairs and of the impropriety of any disclosure of the’ 
same save with the customers assent, express or implied. 
As a matter of historical fact bankers have a splendid 
reputation for professional propriety and long before 
the pronouncement of the Court of Appeal as to the legal 
obligation of secrecy regarding matters coming to a 
banker’s knowledge in his capacity as such, bankers had 
regarded it as an honourable incident of the relationship 
of banker and customer. We confess to a little im- 
patience at the suggestion that bankers would in any 
improper way make a breach of the confidence 
reposed in them by their customers. 

No doubt in an exceptional situation such as that 
recently created by the Hatry affair the commercial 
community is to a considerable extent in a condition of 
nervous irritability, but no good purpose is served by 
assuming that by any conference of bankers anything 
would be done to imperil what Sir John Eldon Bankes 
in the case of Tournier v. National Provincial Bank 
recognized when he said: “‘ The case of the banker and 
his customer appears to me to be one in which the con- 
fidential relation between the parties is very marked.” 
In the settlement of the companies connected with the 
Hatry affair the aim of everyone is to minimize the loss 
and segregate as far as possible the transactions with a 
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view to utilizing advantageously the extended time for 
settlements. 


The new Companies Act, 1929, comes into force on 
the 1st November. A careful comparison of this 
latest labour of consolidation and amendment with the 
pre-existing law and the large measure of amendment 
embodied in the Companies Act 1928 disclose on the whole 
a satisfactory and clearly stated code of law. The 
entire repeal of the 1908 Act and its amending Acts of 
1913 and 1917 and the Companies Act 1928, leaves the 
new Statute as one entire and logically arranged enact- 
ment comprising all the recommendations made by the 
Committee of 1925-6 as accepted by Parliament in the 
1928 Act. Most of the new editions of text books that 
are now appearing contain an apparatus of reference 
whereby the sections in the previous Acts can be traced 
in the new Act. 

Already we have provided in our pages a fairly full 
outline of the new legislation as it stood first of all in 
the Companies Bill of 1927. And it is clear that to 
bankers it will provide a careful subject of study as 
regards the amended provisions of the law. 

Bankers come into touch with company law and 
practice in so many ways, both direct and indirect, that a 
complete knowledge of first principles and a fair working 
acquaintance with the new Act are essential to any 
who have already reached, or aspire to, managerial 
appointments. And in not a few particulars the securi- 
rities departments of banks will have to bear in mind 
the state of the law as from 1st November. While the 
new Act of 1929 in no way affects the general principles 
of Company law it considerably extends the enactments 
for the working out of those principles. In this regard 
there are very few sections exclusively affecting banks 
but many that will have to be taken into account in 
dealings with company accounts and company securities. 
We would remind our readers in particular of the addi- 
tional charges that have to be registered over and above 
the requirements of the 1908 Act (see sections 79 to 86 and 
section gI replacing and extending section 93 of the 
Act of 1908). Then there are the extension of section 
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212 of the Act of 1908 as to invalidating floating charges 
by substituting six for three months (section 266) after 
date of winding up; the new distinction between a 


” 


“ creditors’’ voluntary winding up (of an insolvent 
company) and a ‘“‘members” voluntary winding up 
(of a solvent company) (see section 237 and following 
sections) the simplification of the powers to re-issue 
debentures; the special provisions as to accounts and 
balance sheets; special stipulations as to delivery to 
registrar of receivers and managers accounts. These 
are a few of the matters of especial interest to the 
practical banker, and we may have to refer in detail to 
some of them in future issues. 

There are, however, one or two preliminary matters 
that need attention. It must not be thought that because 
a long and complete consolidating and amending statute 
has been passed that previous decisions of the Courts 
and the previous Acts are “scrapped,” Quite the 
contrary. They will still be “in evidence.” Obviously, 
there must be no fear of any disturbance of rights and 
liabilities already acquired save in so far as expressly 
stipulated in the new Act. For some time to come the 
Companies Acts 1908 to 1917, the rules made thereunder, 
and the decisions upon the various sections will have to 
be referred to. By virtue of section 38 of the Interpre- 
tation Act 1889, where an Act repeals and re-enacts, 
with or without modification, any provisions of a former 
Act, references in any other Act to the provisions so 
repealed, shall, unless the contrary intention appears, 
be construed as referring to the provisions so re-enacted. 
Then again, a repeal, unless the contrary intention 
appears, shall not (a) revive anything not in force or 
existing at the time at which the repeal takes effect ; 
nor (0) affect the previous operation of a repealed enact- 
ment or anything duly done or suffered under the repealed 
enactment; nor (c) affect any right, privilege, obligation 
or liability acquired, accrued or incurred under the 
repealed enactment; nor (d) affect any penalty or for- 
feiture incurred ; nor (e) affect any pending investigation, 
legal proceeding or remedy. 

The present Companies Act, 1929, without prejudice 
to the above section expressly, by section 381, preserves 
orders, rules, regulation scale of fees, appoimtments, 
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conveyances, mortgages, agreements, resolutions, instru- 
ments under any former Companies Act which are all 
to continue in force so far as it could have been validly 
done under the Act. By the same section any document 
referring to sections of previous Company Acts is to be 
construed as referring to the corresponding section of 
the new Act ; any appointments existing are deemed to be 
under or by virtue of the new Act; any register estab- 
lished under a former Act is to be deemed part of the 
register to be kept under corresponding provisions of 
the new Act; and finally all funds and accounts con- 
stituted under the new Act shall be deemed to be in 
continuation of the corresponding funds and accounts 
constituted under the former enactments relating to 
companies. 

All this, and more, is the draftsman’s way of saying 
that everything goes on as before save in so far as by the 
terms of the Act a contrary intention appears and pro- 
vides for a working continuation of companies and 
corporate agreements, orders, documents and funds 
unless and until altered. 

The final provision under this head is section 383, 
which expressly provides that the new provisions in 
the Act for winding up shall not apply to any winding up 
proceedings pending at November ist when the new Act 
comes into operation. For the purposes of such a winding 
up, commenced before the new Act comes into force, 
the Act or Acts under which the winding up commenced 
are to continue for that purpose. 

So much for statutory savings as contained in the 
new Act. There is, however, another way in which 
former things may still apply to the legal position. Many 
legal decisions have been given by the Courts on com- 
pany matters. They are not swept away. Many of 
them will yet be of considerable force and value in 
continuing and interpreting the present Act, and many 
more, relating to the well-studied general principles of 
company law, are, of course, directly applicable to-day 
as heretofore. First principles of Company law and the 
main scheme as laid down by the 1908 Act have not 
been altered. True, the new Act puts a wider respon- 
sibility on directors and other officers of companies, 
enforces obligations by more penalties and provides a 
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more exacting machinery in many directions. But first 
principles of company law and the application of the rules 
of law and equity to them remain untouched. 

Apart from these wide applications of past decisions 
there is, in regard to the very interpretation of this great 
consolidating statute, a need of recourse to previous 
authority and dic‘'a. It is true that the first canon of 
construction of the new Act of Parliament is “ to examine 
the language of the Statute and to ask, what is its natural 
meaning uninfluenced by any considerations derived 
from the previous state of the law.”” (LORD HERSCHELL.) 
But that is not all. The authorities clearly show that 
in a consolidating and amending statute words and 
phrases are found that have already received judicial 
construction. These will follow precedent unless there is 
some use of them clearly showing they were meant to 
have an altered meaning. In re-enacting the older 
Companies Acts therefore, even with amendments and 
extensions and modifications, the legislature has not 
disturbed the existing legal decisions. There may be 
cases in which the Courts will revise its decisions, espe- 
cially where new or extended phraseology of modified 
re-enactments occur. But at least as regards general 
principles the precedents will remain in full force. 





A further reference to the Agricultural Credits Act, 
1928, and its working may be desirable very shortly. 
The two distinct parts of the Act—-have now been in 
operation for some time. Part I providing for Long- 
Term Credits through the Agricultural Mortgage Cor- 
poration Limited, is at present the more widely operative. 
The large bank control of this Corporation may be relied 
upon to suit its terms to the real needs of the agricultural 
industry. For genuine capital requirements and needs 
the agriculturist is indeed greatly favoured for bothas to 
easy repayments and keeping costs down to a minimum 
the combination of Government and banks has put 
forward most practical opportunities. But in many 
cases of comparatively small amoun‘s we find that the 
individual bank often arranges a mortgage apart from 
the Corporation established under the Act. 

It is Part II of the Act—the Short-Term Credits 
that is the more likely to “‘ hang fire”’ for alittle. But as 
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we have observed before, this is to a considerable extent 
due to the limitation imposed by section 12 which, for the 
time being, renders an agricultural charge enforceable 
only in respect of moneys advanced in addition to and 
in excess of a sum equal to the amount of advances out- 
standing at the passing of the Act. True, this is tran- 
sitional and is intended only to prevent a bank obtaining 
any agricultural charge operating retrospectively. After 
the 1st January, 1931, every agricultural charge may be 
enforced free of this proviso. 


Problems of a Branch Bank 


Manager 
By Claude Luttrell 


HE man who hopes to make a successful Bank 
Manager, in addition to a sound general banking 
training, should be a good judge of character, 

possess great tact, display unfailing courtesy, and be 
able to say no. 

It is essential for a Bank Manager to bea good judge of 
the character not only of his staff but also of his customers. 
Thus, to quote George Ray, “‘ A Banker must be a judge 
of character as well as of means. A Banker’s first 
business is to know whom to trust.”’ 

Let us examine some of the problems which a Manager 
has to solve in the ordinary course of a day’s business 
—I will pass over internal problems such as how to carry 
on with half the staff laid up with influenza, and leave 
this problem to the chief clerk. On arriving at the office 
the first business is to give attention to Head Office letters 
and correspondence from customers. Head Office may 
be inquiring why reduction of an overdraft which you 
had confidently assured them would be carried out by a 
certain date had not been effected. You reply that 
you are requesting the customer to call and see you, and 
that you will duly advise them of the result of the inter- 
view—this is a temporary expedient for the solution of 
the problem. The remaining Head Office letters are 
merely sanctions to renewals of overdraft limits and to 
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proposals for fresh advances, so you can next turn your 
attention to letters from customers. An indignant lady 
writes to know why the bank has not sent her the 
Treasury notes in exchange for her cheque as requested 
in her letter, but before you can inquire into the reason for 
the apparent oversight a telegram is handed in saying: 
‘Notes received by second post.” A farmer writes to 
say he has bought some sheep at a local fair, and asks 
you to meet his cheque, exceeding his limit by £200, and 
promises to reduce to his limit when he has thrashed his 
corn, as soon as the weather permits. You know the 
man to be reliable, and as his crop and stock report shows 
a good surplus of assets over liabilities you have no 
qualms about acceding to his request. An _ under- 
graduate writes to say his tailor is pressing him to pay 
his account and he would be glad if the bank would 
allow him to overdraw (no amount stated) in anticipation 
of his next quarter’s allowance. You have been an 
undergraduate yourself, and you have memories of the 
days when your tailor was on your track, but, though 
your sympathies are with the undergraduate, as a 
prudent banker you harden your heart and turn down 
the application with the advice that if a writ is imminent 
his parent would probably come to the rescue. A 
clergyman writes that his wife is very extravagant and 
spends too much money on her clothes ; she has an account 
with you, and he asks you to refuse her any overdraft 
should she apply for an advance. You scrutinize her 
account and find that she pays large cheques to the local 
dressmakers, but as you hold a considerable amount of 
securities in her own name you could not refuse to grant 
her temporary accommodation in anticipation of receipt 
of dividends, should she apply for it. In replying to 
the clergyman the wisest course is to ignore his wife’s 
extravagance and to inform him that as long as his wife’s 
account is conducted satisfactorily you cannot interfere 
in the matter. 

Having disposed of the morning’s correspondence 
you are now ready to tackle the problems which usually 
crop up in the course of the interviews with the bank’s 
customers. You must be prepared to give your advice 
on every conceivable subject—many o: them totally 
unconnected with banking. But let us take legitimate 
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banking problems first. Your first interview is with a 
solicitor who is winding up an estate and asks to be 
allowed to remove a deed box deposited with the bank 
for safe custody in the name of the deceased customer ; 
probate has not yet been produced for registration in the 
bank’s books, and the solicitor knows quite well that the 
bank cannot allow the box to be removed, but, after the 
usual remarks about red tape, he admits he is asking you 
to do something irregular, and you express your regrets 
that you are unable to oblige him by infringing the bank- 
ing regulations. Exit the solicitor—possibly disgruntled 
—but you can’t help that. The next interview is with 
a tradesman. He finds he requires more capital in his 
business and applies for an advance. You point out 
that it is not the policy of banks to lock up their resources 
by providing permanent capital for trade, but you are 
quite prepared to make him a temporary advance against 
approved security if he can satisty you that the over- 
draft will be substantially reduced at the end of twelve 
months. You discuss the question of security with him, 
and as this appears to be adequate, and a perusal of his 
balance sheet shows that he is in a sound financial position, 
you agree to submit his proposal to Head Office with 
a recommendation that the advance be granted. Next 
the bank messenger opens the door and a lady bounces 
into the room. She is boiling over with indignation 
because the cashier has refused to cash her cheque drawn 
on another branch of the bank. You point out to her 
that, as she is a complete stranger to the cashier and 
the bank has had no advice from her bank to cash her 
cheques, the cashier has quite correctly asked her to come 
in and see the manager. You allow her time to simmer 
down and then, after fully explaining to her the proper 
course she should have adopted if she wished to have 
her cheques cashed at a branch where she was a total 
stranger, you make up your mind that she is not trying 
to bounce you and you offer to cash her cheque—though 
you impress on her that she has no right to expect you 
to take a risk for which, in the event of the cheque 
not being met, you would have no justification. Your 
next visitor is a farmer. His landlord wishes to sell 
his farm, and has offered it to the tenant at what he 
considers a fair price. The price is £10,000 for 600 
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acres, and the tenant can find £3,000 towards the purchase 
price. He asks the bank to advance him the balance 
of the purchase money. Your first question is as to how 
he proposes to repay this advance and the extent of the 
instalments for annual reduction. You point out to him 
that £7,000 is in excess of two thirds of the purchase 
price, and that if he obtained a mortgage he would not 
obtain more than two thirds, subject to a valuation of 
the property. The bank no doubt would be prepared to 
advance him the money as a temporary matter pending 
a mortgage being arranged, and as his crop and stock 
report shows a large surplus of assets over liabilities 
you would be prepared to recommend your Head Office 
to allow him, say, £400 above the estimated value of the 
deeds on the distinct understanding that a mortgage 
would be arranged in the course of, say, six months. 
The alternative to this would be for him to take advan- 
tage of the new Agricultural Credits Act and long term 
advances at a fixed rate of interest, and a fixed gradual 
repayment of capital spread over a period of sixty years. 
I am, of course, presuming that you know the man to be 
an old customer of the bank, that his account has 
always been conducted satisfactorily, that he has been 
a tenant of the farm for many years, and that if he does 
not buy the farm he will have to clear out. 

Now let us consider our correspondence with Head 
Office. You have had an interview with an optimistic 
borrower—most borrowers are optimistic—and in putting 
forward the proposal to Head Office it is essential that 
you should discount your customer’s optimism, or 
Head Office will do this for you. When recommending 
an advance your wisest course is to put yourself in the 
place of the official at Head Office who will deal with 
your proposal—it is a fatal mistake to tell your customer 
you will submit his proposal to your Head Office when 
you know you cannot give it your unqualified recom- 
mendation, merely because you shirk the duty of saying 
no. Nothing annoys Head Office more than for the 
branch manager to put the blame of turning down a 
proposal on their shoulders when the manager knows 
all the time that he should never have submitted the 
proposal. Take the case of a customer who has bought 
his house for £3,000, and applies to the bank for an 
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advance pending a mortgage being arranged. He can 
find {800 towards the purchase price, and he asks you 
to lend him £2,200 as a temporary matter. You point 
out to him that this is in excess of two thirds of the value 
of the house, but as he has been a customer of your bank 
for many years, and always conducted his account satis- 
factorily, you agree to submit his proposal to your Head 
Office—though you stipulate for a valuation by a firm 
of house agents to satisfy yourself that the price he is 
paying for the house is a fair market price. If the 
valuation confirms the estimate, you put up the proposal 
to Head Office with your recommendation that the 
advance be sanctioned for six months. It is as well to 
point out that you quite realise that you are asking for 
an advance which is in excess of the value of the security, 
but as you have full confidence that your customer will 
obtain a mortgage, and that the profits from his business 
will suffice to provide for the excess, you strongly re- 
commend sanction. Unless you have a bad mark 
against you for recommending advances of this nature 
which have developed eventually into bad debts, Head 
Office will probably sanction the advance, although the 
man who has to deal with the proposal may add a clause 
to save his face in the event of your confidence in the 
borrower being misplaced. 

In one of his lectures to members of the Bankers’ 
Institute the late Mr. Steele gave the following excellent 
advice. He said that banking is a business which 
should be conducted with the head, not the heart; what 
one has constantly to remember, when lending, is that 
it is not one’s own money—it is money entrusted to you, 
and money of the shareholders, which you are asked to 
lend. One test, but not necessarily a complete one, 
is to ask: ‘‘ Would I lend my own money in the circum- 
stances ?”’ 

When Head Office is considering a recommendation 
for an advance from a branch manager, the official who 
has to deal with the matter has not only to discount the 
optimism of the customer but the optimism of the branch 
manager as well. Take the case, for instance, of a trades- 
man who wishes to borrow {500 without security to 
enable him to buy stock and secure a good discount 
from the wholesale houses. His balance sheet appears 
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to show a fairly large surplus of assets over liabilities, 
but woe betide the optimistic branch manager who 
forwards the balance sheet to Head Office with his 
recommendation for the advance to be granted without 
going through each item with the customer and satisfying 
himself that the balance sheet gives a conservative 
estimate of the assets and that every liability has been 
disclosed! For, as a general rule, the customer (especially 
if he is short of capital) is apt to look at his financial 
position through a different end of the telescope to that 
to which the prudent manager should apply his eye. 
As George Ray says: “ Never trust to a man’s means 
as seen through the telescope of rumour. You will find 
his truer diameter, as a rule, by reversing the glass.” 
Of course, if the application is merely for a seasonal 
advance, and the manager knows from past experience 
that the customer regularly carries out his arrangement 
to pay off the advance when his goods are marketed, he 
can confidently recommend it to Head Office; but if the 
customer’s application involves a request for permanent 
capital, the manager will have considerable difficulty in 
persuading his Head Office that it is legitimate banking 
business. In fact he would be wise to point this out to 
the customer, and he should certainly not rely on Head 
Office turning it down instead of immediately saying no 
himself. 

The Agricultural Credits Act, 1928, should be carefully 
studied by the Branch Manager—especially the clause 
relating to a pre-Act overdraft. This provides that until 
January I, 193I, an advance made to a farmer under an 
agricultural charge shall not be recoverable except for 
the amount which exceeds the overdraft on August 3, 
1928—the date of the passing of the Act. The object 
of this clause is to prevent a bank, which had an unsecured 
overdraft on August 3, from obtaining security in front 
of other unsecured creditors by taking an agricultural 
charge, which is a security which bankers alone can take, 
and which was not contemplated when they, or the other 
creditors, gave credit. As an illustration of this difficulty 
let us suppose that a farmer who owed his bankers {£500 
on August 3, 1928, in the following month arranges for a 
further £200, secured by an agricultural charge. At the 
end of the year he comes to the bank and pays in £500 
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to pay off his pre-Act overdraft. If the bank accepts 
this payment the effect will be to make the agricultural 
charge not enforceable as to the {200 still owing, for 
the charge can only be enforced in respect of the excess 
over £500. 

In cases where the point arises, the problem is to 
guard against the discharge of the pre-Act debt to the bank 
during the transition; thus, Mr. Sampson recommends 
that the best course is for the bank, before it takes the 
agricultural charge, to stop the pre-Act account, balanced 
at the figure due on August 3, 1928, by debiting the 
necessary amount to a No. 2 account. The agricultural 
charge will then be taken to secure all monies due to the 
bank, either as to No. 1 or No. 2 account, and the following 
clause should be inserted in the agricultural charge :— 
“Any debt whatsoever due from the customer to the 
bank on August 3, 1928, shall not be discharged by the 
customer before January I, 1931. If the bank receives 
any monies belonging to the customer otherwise than 
for the credit of No. 2 account, the bank shall not be 
obliged to credit them to the customer, but may purchase 
investments therewith to be held by the bank as security 
for the pre-Act debt, and the bank may allow any security 
for such pre-Act debt to be redeemed and another security 
to be substituted therefor without diminishing the 
amount of the pre-Act debt. If, on the other hand, the 
pre-Act debt has been repaid, then before the agricultural 
charge is accepted the bank may again lend the customer 
an amount equal to the pre-Act debt for the purpose of 
buying investments.” These are then charged to the 
bank to secure such amount, and the agricultural charge 
can subsequently be taken further to secure that amount 
and future advances. 

The Branch Manager frequently has to deal with the 
question of rates on deposits and rates on overdrafts. 
One of his most difficult problems is to satisfy the depositor 
that he is getting as high a rate of interest on his deposit 
as the value of money justifies, or the borrower that he 
is being charged a fair rate of interest on his overdraft. 
Any alteration in the Bank rate invariably leads to 
inquiries as to how this affects the rates allowed or 
charged by the bank, and the manager must be prepared 
to tackle the disgruntled customer who tells him that 
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he knows the customer of another bank who is being 
allowed a higher rate on his deposit than your bank is 
giving him. It is often a difficult matter to explain to a 
customer that there may be special circumstances which 
induce his friend’s bank to quote a higher rate than 
you can quote. If there is a veiled threat to transfer 
the account to the other bank the manager must not 
allow himself to be stampeded into quoting a rate which 
is not remunerative to the bank; it is better to lose a 
depositor than to earn the reputation of being easily 
squeezed. It is very annoying to have a pistol held at 
your head, but experience teaches one that if you show 
no sign of being alarmed the trigger will not be pulled. 

The rate on overdrafts is usually less a subject of 
contention than the rate on deposits; the borrower 
usually inquires the bank’s terms when he applies for 
the advance, and the manager should invariably quote 
the terms subject to any alteration in the Bank rate, 
with a minimum below which the rate on the advance 
will not fall. The manager must be on his guard when 
the customer of another bank approaches him with a 
view to transferring his account on the grounds that the 
manager of his bank is pressing him for repayment of his 
overdraft, which, according to the customer’s version, 
is amply secured. When the position is analysed it is 
generally found that there is full justification for the 
action of the manager who is pressing for repayment, 
and it would merely be asking for trouble to accept the 
account. 

The manager’s problems do not cease, however, with 
the closing of the bank’s doors, as it is then, for example, 
that the ledger keepers bring in the cheques, which, if 
paid, will cause certain accounts to be overdrawn in 
excess of the limits, causing overdrafts for which there is 
no arrangements. And there are others. But perhaps 
enough has now been said to suggest the importance 
of solving them by reference to the important attributes 
enumerated at the beginning of the article. 
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Thrift 


(From a Correspondent) 
T is a matter of common knowledge that—subject to 





the proviso that during the early post-war years 

special spectacular increases due to essentially infla- 
tionist conditions occurred therein—for some years past 
the volume of both joint stock banking deposits and 
advances has increased progressively and surely. Yet 
the increases which have been recorded in the more 
recent years have been mainly conditioned by three 
important factors, viz. : 

(rt) A growth in joint stock banking cash, largely 
due to the banks’ policy of selling investments, but 
partly to Treasury and Bank of England action. 

(2) A consequent increase in the volume of credit 
rendered possible by this enlargement of the basis of 
cash. 

(3) An increase in the customary ratio of advances 
and bills discounted to deposits. 

It is clear, however, that none of these methods 
of enlarging joint stock banking totals is extensible 
beyond certain high limits; so that, if the joint stock 
banks are to be enabled to add to the present volume of 
credit facilities—more especially in view of the recent 
depletion of gold reserves—some method must be 
devised of adding to the amount of cash controllable by 
them. Some little time ago Mr. Frederick Hyde took 
the opportunity afforded by a presidential address to 
the Institute of Bankers to deal with this problem, and 
suggested that the only practicable policy was to attract 
more cash from circulation into banking reserves— 
1.¢., to extend the habit of banking. 

As far as this concerns the more wealthy classes, it 
is probably correct to assume that already they are 
familiar with the advantages of keeping, and therefore do 
keep a banking account. It might equally be suggested 
that the volume of spare funds of the less wealthy classes 
also finds its outlet in the facilities available via Building 
Societies, Co-operative Societies, Trade Unions, Railway 
Savings Banks, Trustee and Post Office Savings Banks, 
Yorkshire Penny Bank, Birmingham Municipal Bank, 
on Insurance Policies, and last, but not least, in National 
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Savings Certificates. The total of reserves at present 
invested in these diverse forms of saving does indeed 
greatly exceed £1,000,000,000—a tribute to the actual 
saving which has been accomplished during recent years. 
On account, however, of the large volume of cash and 
currency in circulation, and the amount of ostentatious 
and questionably useful spending which is everywhere 
observable, it is impossible to believe that the volume of 
small saving is yet maximised. 

In view of the important facts that all currency 
turned into the banking system operates directly to 
increase the volume of lending and to add to the total 
of deposits, as well as to strengthen the country’s effective 
cash reserves ; and that the less wealthy classes preponder- 
antly control both the demand for and the use made of 
both cash and currency, it is of fundamental importance 
to explore possible means of economising their use and 
of attracting them into the banking system. One of the 
most effective means of doing this is by the use of Home 
Safes. When put to their proper use these are ubiquitous 
in that, in effect, they constitute an ever-present 
invitation to conserve funds which might otherwise be 
irrevocably spent or functionlessly hoarded. The surpluses 
so accumulated may at any convenient time be transferred 
to the saver’s credit in special banking accounts, where 
usually they earn an attractive rate of interest on each 
multiple of ros. Such a form of saving is both easy and 
elastic. Moreover, when necessary, withdrawals can be 
made with minimum difficulty. The success of the 
system is testified by the fact that, for instance, out of 
1,250,000 depositors in the Yorkshire Penny Bank, over 
256,000 use recording Home Safes; and the Chairman of 
the Midland Bank recently said that “ with respect to our 
Home Safe scheme, I am glad to be able to report con- 
tinued and expanding utilisation of the facilities the 
scheme affords for the profitable exercise of thrift.” 

Lastly, the advantages of national thrift referred to 
at the International Congress, recently held in London, 
should act as a stimulus to new and repeated efforts on 
the part of all users of cash and currency to add to the 
volume of saving, on which not only the banking system 
of the country, but, indeed, national prosperity so closely 
depend. 


QO 
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The Evolution of the South 
African Banking System 


N our previous article the present banking situation in 
I South Africa was discussed. It revealed certain 
anomalies but above all the predominating position 
of two of the existing institutions and the relative insig- 
nificance of several of the remainder. It is naturally the 
outcome of the evolutionary process which should first 
be sketched to enable readers to get a better grasp of the 
local situation and problems. 

South African banking dates from the year 1793 when 
the Lombard or Loan Bank was established, at the Cape, 
as an emergency measure, by the Dutch East India 
Company. It was not a commercial bank, however, 
since its operations were restricted to making advances 
on “‘ lands, houses and other sufficient mortgages, as well 
as on gold, silver, jewels, merchandise, linen, also furniture 
of value but not bulky. These and also other similar 
articles, which would bear keeping for a year and six 
months, could be accepted for that period but not for 
longer, and advances on these subject to spoil could be 
made for nine, six or a lesser number of months.” But 
in 1808 the Lombard or Government Discount Bank was 
established as a branch of the Lombard Bank, which 
therefore marks the beginning of organized commercial 
banking. 

The Lombard Bank’s capital consisted exclusively of 
paper rix-dollars, while the Discount Bank operated largely 
with public and private deposits. The establishment of 
the Cape of Good Hope Savings Bank (which still exists) 
in 1831 and of the Cape of Good Hope Bank in 1836, 
however, marked the beginning of the end, and on 
January 31, 1843, this first and only State bank of South 
Africa ceased to exist. 

The establishment of the first private banking 
institution in 1836 marked the triumph of private 
initiative, after a conflict between private interests and 
the Government which had lasted eleven years. The 
battle was won by the simple process of organizing on the 
basis of a trust deed and sacrificing the advantages that 
might have accrued from the granting of a royal charter. 
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The lead was immediately followed, and by 1862 no fewer 
than 30 local banks had been established at the Cape, 
followed subsequently by four more ventures. 

The flourishing state of these local banks, many of 
which were paying dividends ranging from 12 to 22 per 
cent., naturally attracted the attention of British investors 
and led to the advent of the so-called Imperial Banks of 
which there have been no fewer than six, viz., the London 
and South African Bank, the Standard Bank of South 
Africa (which still exists), the Oriental Bank, Bank of 
Africa, African Banking Corporation and Barclays Bank 
(D. C. & O.), which began in South Africa in 1861, 1863, 
1873, 1880, 1891 and 1926 respectively. Their arrival 
was followed by a rapid concentration or amalgamation 
movement which went hand in hand with a rapid 
extension of branch banking, but was also followed with 
the first serious economic crises that the country had 
experienced which led to the disappearance of practically 
all the local banks that had not been absorbed. The net 
result of these developments is brought out by the 
following figures :— 




















Local Cape Banks. Imperial Banks. 
Year. nee ——— — 
Number. | Branches. | Number. Branches. 
' . 

ee aes 26 28 2 15 
IGJO ska bi 2: 2 2 18 
7. —_—_e ee 16 | 18 3 32 
1880 er one 9 22 2 54 
1885 ae nie 9 2 2 63 
1890... a 4* 8 2 57 











* Plus the Natal Bank, which had one branch at the Cape. 
Of the four remaining local banks, three were absorbed 
by the A.B.C. Bank in 1891, thus leaving only one 
survivor, the Stellenbosch District Bank, which still 
survives and flourishes. 

These same developments took place in Natal and 
the Orange Free State, but not in the Transvaal. Here 
we find the repeated granting of concessions for the 
establishment of banks from 1853 onwards but with 
nothing maturing until 1891, when the National Bank 
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of the South African Republic was established. Actually 
the Republic found itself without any banking facilities 
until 1873, when one of the Cape Banks opened some 
branches. Subsequently the lead was followed by several 
of the other banks, while the Netherlands Bank of South 
Africa (which still exists) began its operations in the 
Transvaal in 1888. But, asstated, there were no failures 
nor amalgamations of the predominantly Transvaal 
institutions. 

The consolidation process was, however, continued 
after 1g00, the banks of all four provinces being involved. 
One bank went into voluntary liquidation in 1905. Then 
followed the absorption of three banks by the National 
Bank of South Africa (which had dropped “ Republic ” 
from its name in the meantime), as a result of which its 
capital was increased from {1,100,000 to £2,782,420, while 
its number of branches was successively increased from 
67 to 119, to 181 and finally to 208. In 1920 the merger 
of the A.B.C. Bank with the Standard Bank followed, 
resulting in the increase of the latter’s capital from 
£1,562,500 to {2,229,165 and of its branches from 325 to 
384. Next came the merger of the two Dutch banking 
institutions, resulting in the increase of the capital of the 
Netherlands Bank from £240,000 to £468,582. 

At the end of 1925, we therefore find South Africa 
left with five banks whose relative position is brought 
out by the following table :— 





No. of 
Branches 
and 
Agencies. 


Total 


Assets. 


Reserve 
Fund. 


Paid-up 
Capital. 


Standard Bank (1862) 
National Bank (1891) 
Netherlands Bank 
(1888)... _ 
Stellenbosch District 
Bank (1882) 
Colonial Banking and 
Trust Company 
(1910) i 





£ 
2,229,165 
2,075,500 


468,542 
8,400 


20,000 





£ 
2,893,335 
300,000 


146,833 


33,000 


37,387 





£ 
59,992,339 
38,728,642 


3,393,328 
327,800 


622,974 
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Finally we have the merger, in 1926, of the National 
Bank of South Africa with Barclays Bank (D. C. & O.). 
The National Bank had got into difficulties during the 
post-war depression and had been forced to appropriate 
its reserve fund of {1,300,000 to meet losses and for 
similar reasons had to write down its capital from 
£2,965,000 to £2,075,000. Though it had again accumu- 
lated a reserve fund of £300,000 by the end of 1925, and 
appeared to be back on its feet, it preferred to throw in 
its lot with Barclays. 

Such then is the evolution of the South African 
banking system. We therefore find that the Standard 
Bank in the course of its career absorbed no fewer than 
eleven local banks and two of the so-called Imperial 
Banks, one of which had in its turn absorbed a further 
three local banks, 2.e., we here have a consolidation of 
seventeen banking institutions. At present it maintains 
237 branches, 18 sub-branches and 40 agencies in the 
Union. The Netherlands Bank of South Africa represents 
the merger of the only two Dutch banks that operated in 
South Africa, and has 16 branches in the Union at present. 

Barclays Bank (D. C. & O.), as far as South Africa is 
concerned, represents a consolidation of thirteen insti- 
tutions. Its branches in the Union total 246, in addition 
to which it has 16 sub-branches and 65 agencies. 

The Stellenbosch District Bank is the only survivor of 
the typical old Cape local banks which maintains one 
agency. 

The Colomal Banking and Trust Company is also a 
local concern, but of more recent origin (1910), which 
according to its last published statement (see previous 
article) would appear to concern itself more with savings 
bank operations than with genuine commercial banking. 
Its branches total 7, while it maintains 42 agencies. 

The remaining institutions, mentioned in our previous 
article, are all of recent origin. Die Spaar en Voorskot 
Bank van die O.V.S. O.V. (the Savings and Loan Bank 
of the O.F.S. Teachers’ Association) was established in 
1922, the Public Liberal Bank in 1926 and the First 
Workmen’s Bank in 1927. Of these the last alone has 
any branches, viz. two. 
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Australian and New Zealand 





By Our Australian Correspondent 


a Central Reserve Bank for the Commonwealth of 


i? the last article a forecast was made that the idea of 
Australia had not been lost sight of. 


In this connec- 





tion it is interesting to note that the Chairman of the’ 
Commonwealth Bank, in his report on the bank’s activi- 
ties and results for the half-year ended June 30 last, 
made reference to the establishment of a Central Reserve 
system which, he stated, was generally recognized as 
desirable, although so far an agreement as to its form 
and control had not been evolved. 

Having dealt briefly with the history of banking in 
Australia and the development of the Commonwealth 
Bank it is now possible to give attention to present day 
aspects. Apart from the Commonwealth Bank and the 
State Bank of South Australia (which has recently 
entered the general banking field), there are at the present 
time fourteen Australian, or Anglo-Australian, cheque- 






Nanie. 








Australian Bank of Commerce, [td. .. 
Ballarat Banking Co., Ltd. 

Bank of Adelaide 

Bank of Australasia P 

Bank of New South Wales 

Commercial Bank of Australia, L td. . 
Commercial Banking Co. uf Sydney, L td. 
English, Scottish and Australian Bank, Ltd. 
Federal Deposit Bank, Ltd. - . 
National Bank of Australasia, Ltd. 
Primary Producers’ Bank of Australia, 
Queensland National Bank, Ltd. 
Queensland Deposit Bank, Ltd. 

Union Bank of Australia, Ltd. 


at Sydney. 





Ltd. 


Paid-up 
Capital. 
£2,208,000 

£153,000 
£1,250,000 
£4,500,000 


£3,000,0C0 
£299,177 
£5,000,000 
£426,514 
£1,750,000 
£55,087 
£4,000,0C0 


paying banks operating in Australia as follows :— 


Reserve 
Fund. 
£1,086,880 

£78,600 
£985,000 
£4,450,000 
£5,900,000 
£I,900,000 
£4,20C,0GO 
£3,000,000 
£79,290 
£3,100,000 
£10,000 
£815,000 
£56,135 
£4,850,0c0 


In addition, the Bank of New Zealand and the Comp- 
toir National d’Escompte de Paris have branches at 
Melbourne and Sydney and the Yokohama Specie Bank 
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As in England and other parts of the Empire, the 
branch banking system has been adopted in Australia. 
The banks operating there have altogether about 2,500 
branches, and also a very large number of agencies and 
receiving offices. As the population is between six and 
seven millions, the Australian public has no cause for 
complaint either as to the number of banks or the offices 
available for its use. Until recent years, the number of 
banks was even larger than it is today. Since 1916 
there have been a large number of amalgamations, of 
which the most recent took effect in 1927, when the 
Bank of Victoria, Ltd., joined the Commercial Banking 
Company of Sydney, Ltd., the Western Australian Bank 
joined the Bank of New South Wales, and the Royal 
Bank of Australia, Ltd., the English, Scottish and Austra- 
lian Bank, Ltd. No doubt further amalgamations may 
be looked for in the course of time, as it is hardly to be 
expected that Australia will not follow the world-wide 
tendency of other countries which have comparatively 
few banks, and which are possessed of enormous resources. 

Most of the banks mentioned above have London 
Offices, and are members of the Australasian Banks 
Association. This Association is an informal body, is 
not registered and has no legal status. It is assumed 
that its inception was due to the fact that before the 
establishment of the Commonwealth Bank the whole 
of the general banking business of Australia was in the 
hands of the commercial banks who recognized, many 
years ago, that unrestricted competition would be 
detrimental not only to themselves but also to the 
Government and people of Australia. As no particular 
bank was in a position to dictate terms to the others or to 
negotiate with the Government on behalf of all, meetings 
were, and still are, held from time to time to discuss 
questions of mutual interest, and to make regulations 
to ensure that the banking machine runs smoothly. 
Each State has its own Association, and matters of 
common interest to all are dealt with by the Associated 
Banks in Victoria—naturally after consultation with the 
other centres and with the Commonwealth Bank of 
Australia, which is not a member. The Associated 
Banks in Australia are more or less analogous to the 
clearing banks in England. Amongst other things, they 
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fix from time to time the rates of exchange between 
Australia and London, the maximum rates which can 
be allowed on fixed deposits and the minimum rates on 
overdrafts. The Associated Australasian Banks in London 
fix the rates of exchange between London and Australia 
and New Zealand, and generally regulate transactions 
which emanate from London or parts of the world outside 
Australia and New Zealand. 

On occasions the Associated Banks have been criti- 
cized on the ground that the margin between their 
buying and selling rates of exchange is too high, and that 
their rules for the conduct of banking business are 
inelastic, and therefore tend to hamper trade. Such 
critics appear to overlook the fact that Australian and 
New Zealand trade is very seasonal, with the result that 
at times large balances, earning little or no interest, have 
to be kept in the antipodes, and at other times in London ; 
also that banking on sound lines, which the Associated 
Banks insist upon, is in the long run beneficial to the 
public generally. Moreover, although the members of 
the Association are in agreement as to rates and terms 
of business, the competition between them becomes 
keener and keener every year; and in general, therefore, 
the Association is a socially desirable kind of organization. 

The Savings Bank business is particularly well 
developed in Australia, possibly due, to a certain extent, 
to the fact that the Commercial Banks not only do not 
allow interest on current accounts but charge a small fee 
each half-year for keeping all such accounts irrespective 
of the balance. According to the Official Year Book of 
Australia for 1928, the number of accounts open in 1927 
was 4,461,904—or 723 for every 1,000 of the population ; 
in South Australia the figure was 897 per 1,000. Accounts 
are not restricted to adults, and no doubt a number of 
individuals have more than one account, but when 
allowance has been made for this the figure is still extra- 
ordinarily high. The amount on deposit in 1927 
amounted to as much as {£204,573,963—representing 
£45 17s. od. per account and {33 3s. 5d. per head of 
population. The figure for the Post Office Savings Bank 
in England is under £300,000,000—with a population 
seven times that of Australia. The various State 
Savings Banks have a reciprocity agreement by means 





NEW ZEALAND BANKING 193 


of which money on deposit in one State can be drawn out 
in another, even by telegraph; and, likewise, deposits at 
one branch of the Commonwealth Savings Bank can be 
withdrawn at any other branch. 

Savings Bank accounts are largely made use of by 
shopkeepers and small traders, and the turnover is 
enormous. It is stated that for the year to which the 
above figures relate the total amount deposited and with- 
drawn (exclusive of interest added) was almost double the 
total amount of deposits at the end of the previous year. 

Interest allowed on deposits varies from 3 per cent. 
to 4? per cent., and as a general rule the maximum 
amount accepted at interest on any one account is £1,000. 
As is the case with the Post Office Savings Bank in 
England, a very large proportion of the Savings Banks’ 
funds is invested in Government Securities. 

From the above figures it will be realized that the 
active competition of the Savings Banks accounts for 
the fact that the Commercial Banks find it difficult to 
attract deposits, especially on current account, and as a 
consequence the capital and reserve funds of the Austra- 
lian banks generally bears a very high proportion to the 
deposit figures, and the amount of advances compared with 
deposits is particularly high, at any rate according 
to English standards. The following figures illustrate 
this :— 











Paid-up 
Capital and 
Reserve Deposits. Advances, 
Fund. etc. 
Bank of Australasia ‘ £8,950,000 £33,876,328 £31,564,313 


Bank of New South W ales £13,400,000 £64,514,555 £51,353,3608 
Commercial Bank of Aus- 


tralia, Ltd. ies £5,517,350 4£22,307,885 {£18,331,201 
Commercial Banking Co. of 

Sydney, Ltd. ... £8,939,013 £51,824,699 £37,316,784 
English, Scottish & Austra- 

lian Bank, Ltd. io £6,000,000 £33,391,223 £26,272,106 
National Bank of Austra- 

lasia, Ltd. ae £8,100,000 £35,520,079 {28,222,494 
Union Bank of Australia, 

Lid. sa , £8,850,000 £33,978,581 £27,600,097 


It will be seen that as between individual banks 
the proportion of advances to deposits is remarkably 
consistent. 
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In addition to domestic banking, the Australian 
banks are intimately concerned with the movement of 
commodities to and from Australia. For the year 1928/29 
imports totalled £143,628,033, and exports {144,780,175. 
Practically the whole of this trade was financed either 
directly or indirectly by the Commercial Banks, including 
the Commonwealth Bank of Australia. Imports are 
financed either by remittance of funds to London or by 
the London offices of the banks purchasing documentary 
bills payable in Australia partly under instructions from 
the Australian offices and partly without any such 
instructions. It speaks well for the soundness of Austra- 
lian financial methods and for the integrity of the people 
when it is stated that the London offices of the banks— 
without any instructions from Australia and without 
seeing the orders—purchase from approved drawers 
documentary bills for the full value of the relative ship- 
ments, including all charges, and that very few of such 
bills are dishonoured. As regards Australian exports 
the reverse operation applies, 7.e., funds are either remitted 
to Australia or the banks in Australia purchase bills on 
London. In the case of shipments of wool, wheat and 
other primary produce, it is usual for importers to 
establish either directly or through their own bankers 
letters of credit with the London offices of the Australian 
banks, which offices instruct their Australian branches to 
purchase bills provided the conditions of the credit are 
complied with. Those readers not acquainted with the 
Australian wool trade and its finance may be interested 
to know that when wool is purchased at the sales it is 
customary for the buyer—who is in most instances a 
representative or employee of the importers—to give 
to the brokers forthwith a cheque for the value of his 
purchases. As it is necessary that this cheque should be 
paid before the buyer is in a position to take delivery 
arrangements are made by applicants for wool credits 
for the banks to make advances under what is known as 
the ‘‘ red clause.’’ This is a clause printed in red in the 
banks’ credit application forms giving authority for 
advances merely on the statement that they are required 
for the purchase of wool, such advances being liquidated 
when billswith shipping documents attached are purchased 
in Australia. This method of finance, which is peculiar 
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to Australia, has worked smoothly for many years and 
emphasizes the integrity of the Australian business man. 

It is estimated that, owing to the fall in the price of 
Australia’s chief export, wool, the value of the clip to be 
shipped this season may be as much as £20,000,000 to 
£25,000,000 less than for 1928/29. This, coupled with the 
fact that borrowings in London are of necessity likely to 
be reduced to a minimum, indicates a coming shortage 
of London funds in the hands of the banks unless 
Australian imports are curtailed drastically. This 
question, and that of the allied one of exchange rates, 
will be discussed in the next article. 





Continental Bank Fusions. 
Wei tis the last few weeks, two bank transactions 


of first rate importance have been arranged in 

Central Europe: the amalgamation of the 
Disconto-Gesellschaft and the Deutsche Bank, and the 
absorption of the Allgemeine Oesterreichische Boden- 
creditanstalt by the Oesterreichische Creditanstalt fuer 
Handel und Gewerbe. In both cases the leading bank of 
the country is absorbing the second largest bank, but 
here all similarity ends, as the two transactions differ to 
a very great extent with regard to magnitude, causes and 
results. 

Although the Creditanstalt is by far the most impor- 
tant bank of Austria it is necessarily smaller than the 
leading bank of Germany, as it caters for the banking 
requirements of a country very much reduced in size. 
While the German bank fusion is an event which is likely 
to affect banking developments all over the continent, the 
significance of the Austrian deal lies in its effect upon the 
domestic financial situation rather than in its repercussions 
abroad. While in Berlin two strong banks are joining 
forces, in Vienna a strong and sound bank is absorbing a 
weak institution so as to save it from collapse. 

An interesting feature of the German banking deal is 
the unprecedented speed with which it has been concluded. 
It is understood in well-informed quarters that only 
four weeks elapsed between the first overture made by 
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the Deutsche Bank and the signing of the agreement. 
Those who are ac@uainted with the endless negotiations 
which usually precede amalgamations of much _ less 
importance would be interested to know the secret of this 
rapid result. Of the many theories advanced to account 
for it, the most acceptable, perhaps, is that, since several 
leading personalities in the Disconto-Gesellschaft wished 
to retire on account of advancing years, personal consider- 
ations—usually the principal obstacle to amalgamations— 
did not thus hamper the negotiations. 

Both banks were apparently prompted by the desire 
to create an institution which, notwithstanding the 
difficult situation in the international market, would be 
able to command an absolute confidence abroad. 

One of the principal advantages of the German 
amalgamation lies in the reduction of working costs 
through the elimination of overlapping branches. In 
Germany as in this country, the rivalry between the 
leading commercial banks has resulted in the creation of 
a number of unproductive branches. During a period of 
active business it matters little if they work at a deficit, 
so long as they contribute to increase the clientele of the 
institutions. During a dull period, however, retrench- 
ment is of predominant importance. 

The question is whether the combined institution will 
retain the total deposits of both banks. Many firms have 
hitherto kept an account with both Deutsche Bank and 
Disconto-Gesellschaft, and possibly, as a result of the 
amalgamation, they may open an account with another 
bank, following the principle of placing their eggs in more 
than one basket. At the same time, the strength of the 
combined institution provides an attraction which may 
counteract the loss caused by that consideration. 

From the point of view of the external expansion of 
German banking, the fusion is of great importance. It 
will be remembered that before the war the Deutsche 
Bank played a leading part in Germany’s politico- 
economic expansion abroad. Although changed con- 
ditions will require modified methods it is possible that, 
with its increased resources, the combined institution 
will pursue the same policy with renewed strength. 
Whether the expansion will manifest itself in the establish- 
ment of branches or subsidiaries abroad, or in a more 
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extensive participation in international banking groups 
remains to be seen. Possibly (now that the liquidation of 
German property has ceased) the Deutsche Bank- 
Disconto-Gesellschaft will consider the establishment of a 
branch in London, though it is doubtful, so long as 
the commission of acceptance credits remains at } per 
cent., whether such a step would be worth while. 

From the point of view of the Reichsbank, the 
amalgamation is hardly a favourable event. The creation 
of an institution controlling two-fifths of the total 
resources of German joint stock banks will weaken the 
position of the Reichsbank in the money market. As it is, 
owing to the large resources of various State banks and 
other semi-official financial institutions, the control of 
the central institution over the money market is far from 
ideal. The latest change is not likely to cause any 
serious difficulties, however, as the Reichsbank and the 
Deutsche Bank have always worked hand in glove, and 
before the war the latter was regarded as the screen behind 
which official policy was often disguised. 

It appears more than probable that the amalgamation 
of the Deutsche Bank and the Disconto-Gesellschaft will 
give rise to an amalgamation race similar to that witnessed 
in the United States. It is understood that negotiations 
are in progress between the Darmstaedter und National- 
bank and the Dresdner Bank, as well as other commercial 
banks, for the creation of an institution sufficiently large 
to constitute a strong rival. In other countries, too, 
amalgamation schemes are under consideration. The 
French prestige could not tolerate the idea that a German 
bank should hold the lead on the continent, and it would 
not be surprising to see the amalgamation of two big 
French banques de dépét before long. 

The importance of the Austrian bank fusion lies in the 
fact that it has saved the country from a financial disaster. 
It has been known for some time that the Bodencredit- 
anstalt has hopelessly immobilised its resources in 
industrial undertakings, many of which have been 
unsuccessful. The bank has, moreover, associated itself 
too closely with a political party, a course which, in a 
period of high political tension, does not contribute to 
inspire confidence. In spite of this, foreign creditors were 
not particularly uneasy, for it was generally known that 
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the Government would have to prevent a collapse at all 
costs, so as to avoid a general financial crisis. A solution 
has been found in the shape of the absorption of the bank 
by the leading commercial bank of the country, the 
Creditanstalt. 

At the time of writing, the full terms of the fusion are 
not yet available, but it is known that the Government and 
the National Bank have consented to make considerable 
sacrifices in the interest of the salvation of the Boden- 
creditanstalt. To take over that institution is in itself 
hardly an attractive proposition, and the Creditanstalt 
has had to be assisted in the task. The shareholders 
of the Bodencreditanstalt will lose four-fifths of their 
‘capital. 

With the disappearance of the Bodencreditanstalt, the 
chapter of post-war banking troubles in Austria may 
be regarded as concluded. Although speculation and 
unsound administration were largely responsible for the 
difficulties, the root of all trouble has been the absurd 
legislation preventing banks from reducing their staff in 
accordance with changed conditions. Rather than pay 
the unreasonably high compensation to discharged clerks 
prescribed by law, the banks have preferred to carry a 
very expensive staff which they were unable to employ 
normally, as the volume of banking business in Austria 
has its natural limits. In the circumstances, it was 
rather tempting to depart from principles of sound 
banking in order to produce a profit sufficient to cover the 
unduly heavy charges. 





Scottish Banking 
By A Scottish Correspondent 


“season ’’ is covered by the period from October 


to April. The first of the reports identified with 
the closing months of the year—that of the Royal Bank 


S* far as Scotland is concerned, the Banking 
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of Scotland—is published towards the end of November 
and the latest—that of the Union Bank of Scotland— 
appears towards the end of April. From the point of 
view of the statistician it is to be regretted that a uni- 
form time table is not the order of the day because, 
so long as the existing practice is operative, anything 
like accurate comparison is scarcely possible. While 
the progress of individual institutions may be definitely 
gauged from a comparison of their profits and distri- 
butions over a series of years, the contrast of one in- 
stitution with another is scarcely warranted, as seasonal 
conditions are reflected in practically every department 
of business. 

Viewed in aggregate, the balance sheets published 
during the course of 1928 gave renewed evidence of a 
strong and liquid position. The year was comparatively 
uneventful, but a progressive business was shown both 
as regards deposits and loans. The former, at 
£243,576,000 for the eight banks, showed an expansion 
on the figures for the previous year of £728,000, while 
general advances at {148,416,000 were higher by 
£6,546,000. Acceptances included in the loans summary 
showed an expansion of {£1,738,000. The published 
results of the year’s trading gave conclusive evidence 
that in every case the Banks had met the demands of 
their borrowing customers in a truly liberal spirit, the 
balance sheets bearing testimony to the fact that invest- 
ments had been considerably reduced to meet the require- 
ments of ordinary trading. This aspect of the reports 
appearing over the course of the past few years has 
scarcely received the recognition which it merits. ‘The 
narrow margin between rates obtainable from Govern- 
ment securities on the one hand and overdrafts on the 
other—in many cases of recent experience only a 
fractional surplus—does not allow much provision to 
meet the higher risks involved, and the much heavier 
costs incidental to staff expense and supervision from 
headquarters. Much ill-informed  ccriticism may 
effectually be disposed of through an analysis of the 
Scottish bank balance sheets over a series of years. 

While, of course, the lending business of the banks 
is, to a considerable extent, associated with their London 
offices, and with branches operating in the industrial 

? 





202 THE BANKER 


centres in Scotland, a fair proportion of available 
resources is utilized in support of fishing and agriculture. 
It is well known that farming loans run into many 
millions, and probably no class of business is better 
catered for. This feature of banking enterprise has been 
commented upon at recent meetings. At the last 
annual meeting of the Royal Bank of Scotland, His 
Grace The Duke of Buccleuch, in his capacity as 
Governor, referred to the fact that, without the aid 
afforded by the Scottish banks over a long succession 
of years, farming, in many instances, could not have been 
carried on, and it will be readily admitted by those best 
qualified to judge, that the welcome reaction from a long 
and serious depression in the farming industry is due, 
in no small degree, to the patience and consideration 
shown by the banks over some exceptionally difficult 
seasons. The Agriculiural Credits (Scotland) Act 1929, 
which became operative as from April 1 last, and 
which has, as its object, the granting of Long Term and 
Short Term Credits on the security of agricultural 
assets, does not, as yet, appear to have aroused much 
interest in the circle which it is specially designed to 
benefit, and it has certainly failed to arouse much 
enthusiasm in banking circles. The banks generally 
seem to consider that the existing machinery is amply 
sufficient to meet present needs without the intervention 
of a specified company conceived for the benefit of a 
particular class and assisted out of public funds. The 
fortunes of this subsidiary agency, devised in the farming 
interest, may torm a fresh chapter in the economics of the 
years which lie immediately ahead. 

Among the notable developments in banking generally 
over the past twelve months, priority of place must be 
assigned to the new currency arrangement which pro- 
vided for the transfer of the legal tender issue of the 
country to the Bank of England, the creation of {1 and 
10s. Bank of England notes, and the publication of the 
weekly return in a revised form. While the change 
which became operative on November 22 last did not 
affect the general public to any appreciable extent, it 
marked an important stage in the re-establishment of a 
‘well-defined principle in central banking, namely, that 
the institution which controlled credit should also control 
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currency. So far as Scotland is concerned the invasion 
of Bank of England paper has not, to any appreciable 
extent, affected the existing circulation of the eight 
banks of issue. That circulation has for some years 
past remained remarkably steady at round about 
£21,000,000—the maximum issue being, as a rule, identi- 
fied with the half yearly terms, Whitsunday and 
Martinmas. For purposes of comparison we give the 
figures applicable to the various banks for the four 
weeks covering the period ending November 17, 1928, 
and the figures identified with the Whitsunday Term, 


1929. 





Average Average 
Circulation Circulation 
17 Nov. 1928 | r June 1929 


Authorised 
Circulation 


£ i | 
Bank of Scotland... 396,852 2,953,920 | 2,993,675 
Royal .. ah aid 216,451 2,777,971 2,940,335 
British Linen .. - 438,024 2,691,377 2,723,151 
Commercial .. os 374,880 3,236,747 3,352,727 
National in - 297,024 2,517,036 2,502,252 
Union .. “ es 454,340 2,502,607 2,609,211 
Clydesdale... ‘A 274,321 2,603,051 2,611,766 
North of Scotland... 224,452 2,130,617 2,198,417 








2,676,350 21,473,926 21,991,534 











The average circulation for the four weeks ending 
June 1, 1928, was £22,035,726. 

When the currency arrangements were in process 
of adjustment, the suggestion was made that the 
Scottish banks should be permitted to issue notes of a 
ten shilling denomination. The proposal was not, how- 
ever, favoured by the Treasury, but a concession has so 
far been granted which allows the banks to hold cover 
for their excess circulation at two offices in Scotland 
instead of, as formerly, at the head office only. Seven 
of the banks now hold what is required at Edinburgh 
and Glasgow. In the case of the North of Scotland 
Bank, cover is held at Glasgow and Aberdeen. The 
largest circulation among the banks in Scotland is that 
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of the Commercial Bank, which controls by far the 
largest branch system. All the banks have now adjusted 
their £1 notes to the standard size set by the Bank of 
England. 

Special arrangements to attract small deposit business 
came into operation on December 1 last. Sums of one 
shilling and upwards are now accepted by all the banks 
in Scotland up to £200 in any one year, and interest— 
which follows deposit receipt rate—is credited to these 
special accounts annually at the close of each bank’s 
financial year. Operations by cheque on these special 
deposit accounts are not permitted, receipt forms 
being used for withdrawals—free of stamp duty when 
the amount involved does not exceed two pounds. 
Lodgments may be made for the credit of those accounts 
at any office of the bank concerned, and similar privileges 
attach to withdrawals on production of deposit pass 
book and satisfactory evidence of identity. Home 
safes, devised on the savings bank plan for the accumula- 
tion of small sums in anticipation of a lodgment, are 
now available, and are being largely taken advantage 
of. The public have thus the privileges of a banking 
system which covers the whole of Scotland, and which 
has already proved of considerable benefit, especially in 
districts where trustee savings banks are not in 
operation. The changing ownership of money is well 
reflected in the annual reports of the savings banks 
themselves. Glasgow Savings Bank, which operates in 
a purely industrial area, may be cited as an example. 
From the latest returns no less a sum that {23,000,000 
is due to depositors throughout the various departments 
—an increase of well over {1,000,000 on the correspond- 
ing figures for the year immediately preceding. Edin- 
burgh Savings Bank, with round about {11,000,000, has 
also benefited appreciably through the better wage 
conditions in the clientéle which it is designed to serve. 
The high deposit rate now offered by the joint stock 
banks will no doubt attract a good deal of fresh money 
from all classes of the community. 

No change as regards capital was reported in the 
balance sheets published during the course of 1928, the 
paid-up quota remaining as’ hitherto at £11,410,000. 
Details were as follows :— 
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Manager—JAMES FORREST. Deputy Manager—W. F. BLACK. 
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Every description of Banking Business transacted. 








TRUSTEE DEPARTMENT: HEAD OFFICE, EDINBURGH: 
The Bank is prepared to undertake the duties of Executor or Trustee, and to act as Trustee for 
Debenture Stockholders, Public Institutions, etc. 














AFFILIATED TO BARCLAYS BANK LIMITED. 





The Union Bank of Scotland 


LIMITED 
Established 1830. 
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NORMAN L. HIRD, General Manager 
Head Offices : 
GLASGOW-—St. Vincent Street EDINBURGH—Ceorge Street 

196 Branches throughout Scotland 


LONDON OFFICES—62 Cornhill, E.C.3 
West End Branch—1 Regent Street, S.W.1 
Adapted in Every Way to Carry Through All Forms of Banking Business 
an Scotland and London. 

Every description of Home and Foreign Banking transacted. 
Letters of Credit issued on all places at home and abroad; Cable Remittances, 
Freight Collections, Ship’s Disbursements Credits, Commercial Credits, &c., 
arranged. Bills of Exchange and Shipping Documents collected or negotiated 

subject to approval. 
Small Deposit Accounts bearing Interest. Sums of 1/- and upwards received; 
Passbooks and Home Safes issued. 
The Bank also undertakes the duties of Trustee and Executor. 
At London Offices Current Accounts and other business conducted on the 

usual terms of London Banks. Deposits received at’ interest. 
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Capital | is 
Bank. PP oe Reserves Balances Total 
| (Paid-up) 
| | 
i a I re : os | as Fort si 
£ £ £ | £ 
Bank of Scotland | 1,500,000 | 1,758,000 | 275,000 3,533,000 
Royal | 2,500,000 | 2,796,000 | 180,000 5,476,000 
British Linen 1,250,000 | 2,050,000 | 135,000 3,435,000 
Commercial ee 1,750,000 | 2,000,000 | 152,000 | 3,902,000 
National 1,100,000 | 1,500,000 | 210,000 | 2,810,000 
ye | ™ | 
Union T,000,000 | 1,450,000 | 295,000 2,745,000 
Clydesdale a 1,250,000 | 1,450,000 | 307,000 3,007,000 
North of Scotland | 1,060,000 | 1,015,000 | 197,000 2,272,000 
{| 11,410,000 14,019,000 | 1,751,000 | 27,180,000 


In January of the current 1 year r the North of Scotland 
Bank announced that paid-up ‘capital had been increased 
to {7 per share, raising it to £1,141,000. In the case of 
the Clydesdale Bank, authority was taken for an 
increase of £100,000 through the creation of 10,000 new 
shares of {10 each, fully paid, but, of these, only 5,000 
have so far been issued. Both the North of Scotland 
Bank and the Clydesdale Bank being under the proprietor- 
ship of the Midland Bank, any capital adjustments do 
not, of course, much interest the general public. In 
April last, the Commercial Bank of Scotland issued an 
official circular outlining certain proposals for an 
increase of capital and these were duly approved by the 
shareholders at a subsequent meeting. The Bank has 
now a paid-up capital of £2.250,000 and a reserve fund 
of £2,750,000, making in all £5,000,000, a figure which 
gives the high ratio of 15 per cent. as against total 
deposits. 

Net profits disclosed in the balance sheets published 
during 1928 amounted to {£2,767,476—a net increase of 
£56,419 on the figures for the previous year. Profits 
announced in 1929, and based upon the earnings of 1928, 
are still higher, and give evidence of satisfactory trading 
results. It must be remembered, of course, that a 
43 per cent. Bank rate ruled from —- 21, 1927, until 
February 7 of the current year. A 54 per cent. rate 
operative since February was increased to 6} per cent. 
on September 25 last, and this must necessarily affect 
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Hprecoeetons RENAE ADELA ARIES 


ESTABLISHED 1809. 


North British « Mercantile ¢ 


Insurance Company, Limited. : 


e 


= se - 


(e 

x FIRE LIFE ANNUITIES 

’ ACCIDENT BURGLARY MOTOR MARINE 

* AND OTHER CLASSES OF INSURANCE. 

~ )\ eee 

¥ TOTAL FUNDS EXCEED - - - £37,.466,700 ¢ 
% TOTAL INCOME EXCEEDS - - - £10,775,800 \e 
* SPECIAL ARRANGEMENTS FOR LIFE ASSURANCE 


@ 


ON LIVES OF BANK OFFICIALS AND EMPLOYEES. 


CHIEF OFFICES : 
LONDON «ww 61 THREADNEEDLE STREET, E.C 
EDINBURGH .. Hi me . f ae .. 64 PRINCES pera 
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The National Bank of Scotland, Ltd. 


Incorporated by Royal Charter and Act of Parliament. 
ESTABLISHED 1825. Affiliated to Lloyds Bank Limited. 
Capital Subscribed £5,000,000 Paid Up £1,100,000 Uncalled £3,900,000 
RESERVE FUND - £1,500,000 


St tee 


HFAD OFFICE: Edin burgh. 
WILLIAM CARNEGIE, General Manager. FREDERICK G. DRYBURGH, Secretary. 
LONDON OFFICE: 37 Nicholas Lane, Lombard Street, E.C.4. 
JOHN COWAN, 


THOMAS COCKBURN RIDDELL, Manager. JOHN T. LEGGAT, ; yint Assistant Managers. 
LASGOW OFFICE: 47 St. Vincent Stre 
JAMES REID, a MURDO F. MATHE SON, tiie Manager. 


JOHN RIDDELL, Fore ign Eachange Manager 
Every description of Banking Business transacted. The Bank has Branches in all the principal cities and places 
in Scotland; and at the chief Office in Glasgow there is a specially equipped Foreign Exchange Department. 
In approved cases the Bank is prep. . ae to act as Trustee, Executor, or Administrator, and also as Trustee 
r Debenture or other Iss sues, etc. 


A. M i. BR O N N FE R, TD. Esblhed 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
Tel: RUBB AMPs Tei. : 
Monument 0794 —th vio City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND ee DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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profits identified with 1929. Contrary to popular 
conception, high rates do not pay the banks. Dear 
money is to the good neither of the banker nor his 
customer, and when artificial conditions are induced by 
foreign speculation the hardship is all the more 
pronounced. While a 4} per cent. rate is operative as 
regards deposit business in Scotland, the banks have to 
face the heavy competition in London, where considerably 
higher rates may be quoted for substantial amounts for 
fixed periods by banks with overseas connections. The 
main problem which confronts Scottish banking to-day is 
how to increase, and even retain deposit business, so as 
to cope with the steady increase in the demand for 
legitimate trade loans. 

An interesting centenary—that of the Union Bank 
of Scotland—will be reached in 1930. Established in 
February. 1830, and registered with limited liability 
in 1882, the bank, as its name signifies, is the outcome 
of a number of amalgamations, no fewer than twelve 
separate establishments being included in its organization, 
some of which link it to the very beginnings of banking 
in Glasgow in the mid-eighteenth century. The bank 
has head offices in both Glasgow and Edinburgh—the 
administration being centred in the former city—two 
offices in London, and round about 200 branches in 
Scotland. In Igig it took a prominent part in the 
establishment of the British Overseas Bank, which it 
now represents at its Scottish agencies. Over a con- 
siderable period, the shares of the Union Bank have 
commanded the highest premium of al] the Scottish 
banks —a feature which would seem to betoken 
“anticipations ’’ on the part of the investing public. 
Taking 87s. 6d. as a middle price for the share of £5 
(£1 paid) the yield is only £4 2s. 3d. per cent. A return 
of 5 per cent. and over is generally associated with the 
yield obtainable from the stocks and shares of the other 
independent banks. Meantime, the Union Bank has 
the smallest paid-up capital among Scottish institutions. 
A history of the bank is at present in course of prepara- 
tion in anticipation of the centenary, and its distinguished 
authorship will, no doubt, ensure a place for it among the 
authoritative reviews which recent years have made 
available to the student of Scottish banking. 
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Some Westminster Bank Interiors 


By Professor C. H. Reilly 


T is very difficult to write about most interiors of 
I English provincial banks built during the last twenty 
years, for so few of them seem to have any definite 
character. They are all variations of the same classical 
theme and generally on irregular sites which do not 
permit such a theme to be carried out successfully. Sir 
Christopher Wren was extraordinarily clever in the way 
in which he produced balanced classical interiors on the 
irregular sites of his City Churches. Nevertheless it must 
be admitted that a good many of his churches, apart from 
their Grinling Gibbons carving, their Tijou iron work 
and other excellent detail, are rather dull. Our bank 
architects to-day, without either the genius of Wren at 
their command or his craftsmen to assist them, seem 
content to attempt similar interiors and to achieve 
something less than he did. Why our bank architects 
should be building seventeenth and early eighteenth 
century classical interiors to-day is not at all clear. One 
would imagine with the new materials available both for 
construction and decoration, with the new motives in the 
air everywhere and with the feeling, very general since the 
war, that we are all not a little tired of the fancy dress of 
other centuries, that the designers of our banks would be 
beginning to .express our own quite interesting time. 
One does not expect bank architecture to be revolu- 
tionary, nor does one desire it. Bank buildings, which 
before everything must inspire confidence in the general 
public, are not the place for an excess of modernist 
experiment. Yet in looking over a series of photographs 
of the interiors of the buildings of any of our great banks 
one becomes surfeited with the endless classical columns 
and cornices, the miles of the same egg and tongue and 
dentil mouldings, the tons of fruit and flowers hung about 
in wreaths. I am convinced the fifth century Greeks 
would have departed from the perfectly designed enrich- 
ments and ornament we know for fresh if they had had to 
build as many banks as a single member of the great five 
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—or is it six nowadays? It gives me therefore great 
pleasure to notice that in a great building Martins are 
erecting at the present moment for their Liverpool head- 


BANKING HALL OF THE WESTMINSTER BANK, 
DONCASTER 


quarters that all the ornament which has so far appeared 
has been specially designed by the sculptor the architect 
employs and that instead, say, of a frieze of Greek honey- 
suckle, such as one has seen a thousand times, there is 





IN PUBLIC SERVICE + RIGHT ACROSS ENGLAND 


Sole Distributors for Ship Canal “ ENGLAND,” ‘‘ GREAVES,” ‘‘ HOLBCROUGH ” and “ VITCCRETE” Cements: 

THE PORTLAND CEMENT SELLING & DISTRIBUTING CO. LTD., 
“Ship House,” 20 Buckingham Gate, London, S.W.1. 

Telephone: Victoria 6012 (7 lines) Telegrams: Selcement, Sowest, London. 
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one of lobsters and crabs which at the height it is appears 
to punctuate the building quite as well, if not better. 
Fortunately too there is very little ornament at all on 
or in this building, a state of things which seems to suit 


well our post war modern feeling for restraint. 


Turning now to the Westminster interiors before us 


the first and most important is the Doncaster one by 
Messrs Brierley and Rutherford, the well-known York 
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BANKING HALL OF THE WESTMINSTER BANK, 
BIRMINGHAM 


architects. One may say at once it is a standard Wren 
interior but very well done. Fortunately the site seems 
to have made possible a symmetrical banking hall, 
capable therefore of a classical treatment. The archi- 
tects have provided this treatment in the standard 
manner. A range of fluted Ionic columns runs round the 
room carrying the usual entablature crowned with the 
usual medallion cornice. Above this entablature springs 
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Guinness, Mahon €? Co. 


ESTABLISHED 1836 





53 Cornhill, 17 College Green, 
LONDON, E.C.3 DUBLIN 
CAPITAL ISSUES NEGOTIATED COMMERCIAL CREDITS 


DEPOSIT AND CURRENT ACCOUNTS OPENED IN ALL CURRENCIES 
ADMINISTRATION AND SUPERVISION OF TRUST FUNDS 





AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 
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International Bank 


™mEREITRST 
NATIONAL BANK of 


BOSTON 


1764 3 3 1949 
BOSTON, U.S.A. 
Foreign Branches 
Cusa ARGENTINA 
Havana, CienFueGos, SAnTraGo, Sancti, Spiritus Buenos Atres 
European Representatives 
LonpDoNn Paris BERLIN 
24, Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus - $50,000,000 
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a large cove which carries a finely designed panelled and 
beamed ceiling. It is all in the best Wren‘manner. The 
columns too stand like Wren’s on high pedestals. He 
put them in this way to clear them of the high pews of 
his day. Messrs. Brierley and Rutherford raise them for 
the equally good reason of clearing the counter and all 
its top hamper. Except that there is no carving like 
Grinling Gibbons’s or other fine craftsmanship to give life 
and interest to this interior it seems to me just as good 





VIEW OF INTERIOR OF THE WESTMINSTER BANK, 
MAYFAIR 


as the interior of an average Wren Church. Indeed if 
one shuts out with one’s hand the counter and clerks’ 
desks it might be taken for one. The bank is to be 
congratulated therefore on the standard of design their 
architects have given them. Yet was it worth while 
spending so much taste, knowledge and ability in pro- 
ducing what, after all, is an essay in a past manner, 
however clever that essay may be? I should imagine 
this bank was built twenty years ago. If so, in those days 
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it was something of an adventure to recover Wren’s 
classical manner so thoroughly. I expect to-day Mr. 
Rutherford—Mr. Brierley is no more—would apply his 
great skill and taste in something more modern and 
less like a copy of an old master. Mr. Rutherford, I 
remember, was one of the great prize winners among the 
architectural students of my youth. Great things were 
expected of him. May the bank give him other 
opportunities where, working on an antique model, if he 





VIEW OF INTERIOR OF THE WESTMINSTER BANK, 
HARROW ROAD STATION BRANCH 


still likes, he can yet infuse into his architecture some- 
thing of his own individuality as well as something 
characteristic of the times we live in. 

The next Westminster interior illustrated is a 
Birmingham one by Mr. S. W. Cooke. This is a lofty 
apartment, with light apparently only possible at one 
end of the room both in the ceiling and at the end of one 
wall. A balanced classical treatment therefore one 
would say at once was impossible. Yet the convention 


Q 
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that banks should be in the classical manner, however 
difficult the site, had to be respected. The architect 
has done his best. He has obeyed the convention by 
using a system of pilasters on his walls but he has made 
them as thin and inconspicuous as possible. With the 
odd arrangement of windows forced upon him it would, 
I think, have been far better to have left the walls plain, 
but that would not be allowed. It would not be playing 
the bank game as understood. Apart from all this, 
however, one wishes he had taken a little more care with 
his detail. The size of the pattern of black and white 
squares, for instance, in the floor is out of scale, I feel, 
with the door at the far end. 

The Mayfair branch, by Messrs. Wimperis, Simpson 
and Guthrie, has a more domestic appearance but makes 
use again of Ionic columns and beams of stock pattern. 
One feels that the architects have been chiefly interested 
in the counter which they have detailed rather charmingly. 
The little isolated screens upon it for each cashier are 
interesting and pleasant and are not spoilt by the usual 
heavy metal grilles between them. If it is not necessary 
to have these grilles one wonders why so much is usually 
spent upon them. These little erections, however, on 
the counter, delicately detailed as they are here, have 
unfortunately had their panels filled in with the coarsest 
of obscured glass. I notice that this very rough textured 
glass, suited only to cave, seems to be much used in the 
banks of this company. It looks, therefore, as if it were 
dictated from above and not necessarily the taste of the 
architects. 

The Harrow Station Road branch, by Messrs. B. 
Fletcher and Son, it is pleasant to find is in slightly 
different convention. There are no columns here heavily 
fluted or otherwise. The ceiling beams have the minimum 
of decoration and the floor is practically plain. The room 
is low and there is appropriately a domestic note struck 
in the early Georgian fireplace. The pilasters on the walls 
are not too formal and harsh and the counter does not 
follow the stock pattern. Although the door seems a 
little large and heavy for the rest of the interior, one feels 
there is something more friendly and human about this 
room than in the more classical ones where it has been 
impossible to achieve real classical balance and dignity and 
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yet it has been attempted. One notices that the counter 
here is again without grilles and in this case there is quiet 
ordinary ground glass in the cashiers’ screens and not 
the heavy quarry faced stuff. One likes to think that 
these architects, quiet and unpretentious as their work 
is, had nevertheless the strength to stand up to the 
directorate on a question of taste and to get their own 
way. 


Economy of Time in 


Finance 


Moody’s- Economist 
Services. 


VERY day the same calculations are made on the 
same company statistics at hundreds of City 
offices—a reduplication of work which wastes 

hundreds of wage-hours. 

This waste can be eliminated. 

For a moderate subscription there are placed at your 
disposal the combined resources of Moody’s, the gteat 
American statistical organisation, and ‘* The Economist,” 
whose reputation as an economic journal is world wide. 

Subscribers to Moody’s-Economist Services are 
provided with fully worked out statistics and analyses 
on all standard British, Foreign and American companies. 
A daily news service keeps the information up to date. 


Full particulars are to be had from 


MOODY’S- Economist SERVICES, 
33 KING WILLIAM STREET, 
, BE. & 





220 
ANNOUNCEMENT. 


The State Land Bank 


(Panstwowy Bank Rolny) 
of Warsaw. 


PURCHASE OF FERTILIZERS. 


HE State Land Bank, an institution founded for 
the purpose of financing investments in the 
agricultural requirements of Poland, takes a promi- 
nent and increasing part in the purchase of fertilizers 
and in their distribution among the farmers. Below will 
be found a table showing the weight and value of 
fertilizers supplied to the farmers by the State Land 
Bank since the beginning, in 1925, of its activities in this 
direction. 
Years. 
1925 ~ ai a 11,777 
1926 os o- “s 87,265 
1927 “a os -» 156,790 
1928 331,337 
231,375* 


Weight in tons. Value in £ sterling. 
42,500 
425,900 
568,300 
T,365,800 
925,600 


Spring period of 1929 
* (Including the autumnal period of the present year, the Bank has supplied about 
445,000 tons of fertilizers.) 


The total amount due from farmers on loans on 
account of fertilizers supplied by the State Land Bank 
was £43,900 on July I, 1926, £123,800 on July 1, 1927, 
£620,700 on July 1, 1928, and £896,200 on July 1, 1929. 

A comparison from the following table of the amount 
of business done in fertilizers, during the spring periods 
of the years under review, shows an increase of almost 
100 per cent. for each of the last two yearsin spite of the 
difficult credit conditions and the crisis prevailing in the 
international grain markets, which have made the year 
so unfavourable for agriculture. 





1925 
1926 
1927 
1928 
1929 


Weight in tons supplied during the Spring period. 


2,645 
33,049 
48,25£ 

I19g,100 

231,375 





The proportion supplied by the State Land Bank of 
the total distribution of fertilizers in Poland has increased 
rapidly; from 1-7 per cent. in 1925, it rose to 12-8 in 
1926, to 18 per cent. in 1927, and to 30 per cent. in 1928. 
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National Economic Bank 


(Bank Gospodarstwa Krajowego) 


WARSAW, KROLEWSKA 5s. 


Telegraphic Address: Krajobank, Warsaw. 


Chairman: ROMAN GORECKI. 


ZLOTYS. 
PAID-UP CAPITAL - - 150,000,000 
RESERVE FUND - - - 50,632,481 


Total of Balance Sheet as on August 31st, 1929 
Zlotys 1,769,993,800. 


20 Branches in Poland. Correspondents all over the World. 


HANDLING OF BANKING TRANSACTIONS OF 
EVERY DESCRIPTION. 


Issues of 7% mortgage bonds as well as 7°/, municipal and 
74% bank bonds, the latter for requirements of industry, in 
gold Zlotys, U.S. Dollars, Pounds Sterling, Swiss Francs and 
Dutch Florins. 


All issues of the Bank Gospodarstwa Krajowego are secured 
by the first mortgage on properties, or by the properties 
owned by municipalities as well as by total assets of the 
Bank Gospodarstwa Krajowego, and are guaranteed by the 
Polish Government. 











220 
ANNOUNCEMENT. 


The State Land Bank 


(Panstwowy Bank Rolny) 


of Warsaw. 


PURCHASE OF FERTILIZERS. 


HE State Land Bank, an institution founded for 
the purpose of financing investments in the 
agricultural requirements of Poland, takes a promi- 

nent and increasing part in the purchase of fertilizers 
and in their distribution among the farmers. Below will 
be found a table showing the weight and value of 
fertilizers supplied to the farmers by the State Land 
Bank since the beginning, in 1925, of its activities in this 
direction. 

Years. 
1925 ot sia ‘es 11,777 
1926 ‘i o- “ss 87,265 
1927 - - “* 156,790 
1928 re ws 331,337 T,365,800 
Spring period of 1929 231,375* 925,600 

* (Including the autumnal period of the present year, the Bank has supplied about 
445,000 tons of fertilizers.) 


Weight in tons. Value in £ sterling. 
42,500 


425,900 
568,300 


The total amount due from farmers on loans on 
account of fertilizers supplied by the State Land Bank 
was £43,900 on July 1, 1926, £123,800 on July 1, 1927, 
£620,700 on July 1, 1928, and £896,200 on July 1, 1929. 

A comparison from the following table of the amount 
of business done in fertilizers, during the spring periods 
of the years under review, shows an increase of almost 
roo per cent. for each of the last two yearsin spite of the 
difficult credit conditions and the crisis prevailing in the 
international grain markets, which have made the year 
so unfavourable for agriculture. 





1925 
1926 
1927 
1928 
1929 


Weight in tons supplied during the Spring period. 


2,645 
33,049 
48,25£ 

IIg,100 

231,375 





The proportion supplied by the State Land Bank of 
the total distribution of fertilizers in Poland has increased 
rapidly; from 1-7 per cent. in 1925, it rose to 12-8 in 
1926, to 18 per cent. in 1927, and to 30 per cent. in 1928. 











221 


National Economic Bank 


(Bank Gospodarstwa Krajowego) 


WARSAW, KROLEWSKA 5. 


Telegraphic Address: Krajobank, Warsaw. 


Chairman: ROMAN GORECKI. 


ZLOTYS. 
PAID-UP CAPITAL - - 150,000,000 
RESERVE FUND - - - 50,632,481 


Total of Balance Sheet as on August 31st, 1929 
Zlotys 1,769,993,800. 


20 Branches in Poland. Correspondents all over the World. 


HANDLING OF BANKING TRANSACTIONS OF 
EVERY DESCRIPTION. 


Issues of 79% mortgage bonds as well as 7% municipal and 
74% bank bonds, the latter for requirements of industry, in 
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FRANCE | 
ENGLAND| U.S.A. . zecatum | NETHER- | pENMARK| NORWAY | SWEDEN ‘ 
| | At Home Abroad 
1926 re 
JULY a0 150-0 576°8 146-1 73-9 10-9 35-2 11-5 8-1 12°6 = 
AUGUST .. 152°7 582-9 146-1 73°9 10-9 35-1 11-5 8-1 12-6 ‘ 
SEPTEMBER 154°3 581-8 146-1 73°9 10-9 34°7 | 11°5 8-1 12°5 Ks 
OCTOBER. . 152°6 578-1 146°1 73-9 10-9 34°6 11°5 8-1 12-5 a 
1927 
JULY ee 149-5 619-1 146-0 18-3 18-4 33-2 10°0 8-1 12-2 8i 
AUGUST .. 150-4 618-2 146-0 18-3 18-7 31-9 10-0 3-1 12-2 Si 
SEPTEMBER 149-5 614°3 146-0 18-3 18-8 31-9 10-0 8-1 12-2 MS 
OCTOBER. . 149-4 610-6 146-0 18-3 19-3 31-9 10-0 3-1 12:7 o 
1928-29 10: 
JULY oe 173-2 533-2 236-7 22-9 35-9 10-0 8-1 12°7 > 
Avaust .. | 171-4 536-9 243°5 23-0 35-9 10-0 8-1 12-7 bes 
SEPTEMBER | 173-9 540-0 245-0 23-0 35-9 9:5 8-1 12°6 
OCTOBER. . 165-1 539-3 247°3 23-1 35-9 9°5 8-1 13-1 3 
NOVEMBER | 161-4 546-4 248-2 23-4 35-9 9-5 8-1 13-1 aa 
DECEMBER | 156-7 | 539-8 254°7 24-1 35-9 9-5 8-1 13-0 a 
JANUARY 154-2 540°8 263°1 25°8 35°9 9-5 8-1 13:0 38 
FEBRUARY | 149-8 552-0 | 273-9 25°9 35-9 9-5 8-1 13-0 Fe 
MaRCH ..| 151-7 554-8 273-9 25-9 35-9 9-5 8-1 13-0 131 
APRIL .. 155-8 570-2 275-3 26-0 34-9 9-5 8-1 12-9 12¢ 
May sci 161-1 583-8 294-1 27°5 36-1 9-5 8-1 12-9 8¢ 
JUNE ae 163-2 590-9 294°7 28-2 36-1 9-5 8-1 12-9 a 
JULY “ 154-4 596-3 295-2 28-8 36°7 9-5 8-1 12-9 + 
AUGUST .. 139-4 603-8 309°7 28°9 37-0 9-5 8-1 12:9 103 
SEPTEMBER | 136-1 | 610-7 314-2 29-2 36-6 9°5 8-1 13-3 ioe 
OCTOBER. 131-7 619-0 320-2 29°3 36-6 — 8-1 13-3 108 
1 Where possible the figures are taken from returns issued for the fir of the 
Exeluding a small amount held in the Banking Department. ie vet 
3 Apart from an unascertainable amount of gold not appearing separa ble ur 
4 Up to April 1927 the figures include gold, both “ available” and “ n eo 
June 1928 give the total gold holding in one amount. 
5 Gold and silver holdings, 
Table IIT CREDIT AND CURRENCY 
1 2 
CLEARING BANKS BANK OF ENGLAND 
Currency 
Other Deposits 7 fmm] 
ES « Cer cates 
Deposits Cash Advances mane ae Reserve rater shag Outstanding 
Balances 
£ millions £ millions £ millions £ millions £ millions £ millions £ millions £ millions 
1926 
JULY oe 1,646°5 194-1 874-0 110-0 _ 29-4 85°5 292-4 
AUGUST .. 1,634°1 192-8 871-7 106-9 _— 32-5 84-9 291-9 
SEPTEMBER 1,623-1 189-9 877-4 104-8 —- 35-3 83-9 288-0 
OCTOBER .. 1,648-7 192-2 885-1 105°3 —_— 34°4 83-1 288-1 
1927 
JULY ‘s 1,682-9 193-5 919-2 162-6 _ 33-4 81-5 296-8 
AUGUST .. 1,669°3 191-4 918-3 100-2 _ 34°4 81-1 296-4 
SEPTEMBER 1,668-1 192-2 919-8 98-3 _ 34-6 80-1 294-2 
OCTOBER . 1,710-2 195-6 917-9 100-4 — 34-9 79-9 294-1 
1928-29 
JULY ee 1,748°9 193-2 932-0 111-3 — 58-3 80-1 296-1 
AUGUST .. 1,731-6 191-7 931-4 100-8 _ 58°3 79°8 295-9 
SEPTEMBER 1,732-1 193-5 929-8 103-2 — 60°8 78°3 294-5 
OCTOBER .. 1,752°7 192-4 937°9 101°2 —_ 52°6 77°8 292-3 
NOVEMBER 1,751°6 193°3 940-8 99°5 — 49°6 771 289-0 
DECEMBER 1,806-1 203°5 944°5 105-6 68-8 36°7 379-7 _ 
JANUARY . 1,809-3 198-0 956-1 105-0 67-6 * 49°8 363-9 _ 
FEBRUARY 1,777°1 186-5 967°5 99-2 62-4 57-0 353°6 — 
MARCH 1,739-1 184-4 980-3 99-2 62-0 61-2 356-4 ao 
APRIL 1,743-2 188-5 985-8 99-0 62-6 55-3 360-4 _— 
MAy 1,732-0 188-4 976°3 95-9 59-8 59-6 361-9 — 
JUNE 1,770°2 192-7 | 977-2 99-6 63-8 61-3 361-7 _ 
JULY 1,778-2 189-9 985-9 101-9 65-0 43-2 368-9 _ 
AUGUST 1,758-6 188-0 | 981-3 97-8 61-4 30-4 369-1 — 
SEPTEMBER 1,753°7 190°9 pina Sauce Dic Ricoh Puce Bite! Saat Roc Se 971-9 101°7 65-2 32°7 363°5 _ 


1 Monthly averages, nine banks. 2 Average of four or five weekly returns. % The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A Banker's 
Diary,” Dec, 1928 issue.) 4 Total note issue, less notes in Banking Department, and (prior to Nov. 22, 1928) 
less notes in Currency Note Reserve. 











STATISTICAL TABLES 


INTBANKS Table I—cont. 















































F £) Ss ee ee eee ee eee ee 
GERMANY F 
— = - : CZECHO ail ee » | SWITZER- 
DEN ati owes RUSSIA | POLAND | of 5ya Kia | AUSTRIA | HUNGARY] ITALY LAND 
a Abroad 

_ _ y Se = = 

6 73°0 12-7 15°6 5-4 43-0 1-1 | 4:6 45-0 16-6 
6 73°1 12-7 15-6 5:4 43-0 1-2 | 5:38 45-1 16°7 

5 74: 9°8 15-7 5-4 42°9 1-4 6-1 45:1 16-8 
3 79°1 9-0 17-1 5-4 42°7 1:4 6-1 45-2 17°3 

| 

2 88-2 2°8 18-8 6-5 44-0 1°7 6-9 46-4 18-0 
2 88-3 3-0 19-3 6-9 44-0 2-4 71 46°5 17°6 
2 90-7 3-3 18-3 7:3 44-0 2°4 7-3 46-5 17°6 
? 90-6 3°3 19-4 7°6 44-1 2°4 71 46°5 18-3 
7 103-1 4-2 17°5 13-9 47°0 3°4 7-3 53°3 17°7 
7 109-3 4°2 15-5 13-9 48°2 3°9 } 71 54°1 17°8 
6 111-1 4°% 15°6 13°9 48°3 3:9 71 54-2 17-8 
1 121-2 4-2 15-7 14-0 48°3 4°9 | 7-1 54°6 18°6 
1 124°3 4°% 18°8 14-0 48-2 4°9 | 7°2 54-6 18-6 
0 129-8 4-2 18-9 14°3 49°9 4°9 | 7°2 54°6 18-6 
0 133-6 4-2 18-9 14-3 60-2 4:9 7°2 54°6 20°5 
0 133-6 4°2 18-9 14°3 50-2 4°9 7°3 54-7 19°1 
0 131°3 3°6 18-9 14-3 0-2 4-9 | 7°3 55°3 19-1 
9 | 126-3 6-9 19-0 14-4 50-2 49 -|) 7-3 4 19-1 
-9 86-4 2-9 19-0 14-4 50-2 4°9 6°3 4 19°7 
9 86-4 2-9 19-1 14-4 50-2 49 | 6:3 55-6 19-7 
“9 | 97-6 4°9 20-1 14°5 90°2 4°9 | 6°3 55°8 19-7 
“9 | 105-2 7°3 22:3 15:0 50-2 4-9 | 5°8 55°8 20-1 
3 106°9 7°3 26°5 50°2 4°9 | 5:8 55°9 20-1 
3 108-3 7°3 5:8 21-1 

ears . ae ee 2 : 
the at of the month, otherwise from returns at the end of the previous month. 
parateljthe returns of the Bank of France. 
d “n ble”; thereafter only “ available” gold. Returns issued after stabilization at the end of 
| Table III GOLD MOVEMENTS 
me | 1 
BANK OF ENGLAND UNITED KINGDOM 
ney * 

d Net Net 
eaten Purchases Sales Influx (+) Imports Exports Imports (+) 
aiding or Efflux (—) anaes (-) 
: £ millions £ millions £ millions £ millions £ millions £ millions 
ions 58 —- = ry 2 2. i 

1926 
JULY 2°2 *5 + 1:8 4-0 1:3 + 2°7 
“4 AUGUST 3°8 “6 + 3-2 3°9 1°8 2-0 
9 SEPTEMBER 1-8 1-6 + -2 2-5 1-0 + 1:5 
a OCTOBER .. 8 3 — 3°5 3°5 4-4 - 9 
i 1927 

> i JULY ‘ “8 ‘1 “7 2°7 1-2 + 1-4 
°S AUGUST .. 1°5 2-0 — 6 4-4 1-2 + 3°2 
“4 SEPTEMBER 2-5 3-3 —- 8 “7 1-6 es 
‘- OCTOBER .. 1-9 1°2 “s 1°3 1-0 + 3 
*1 al 

1928-29 , 

JULY 4-2 2-1 + 2-1 4-9 1-9 + 3:0 
‘1 AUGUST . 3-4 2-1 + 1-2 4-9 4-1 + °8 
‘o SEPTEMBER 1-9 6:7 — 4:8 4:0 5:8 — 1:9 
°o OCTOBER .. 1-0 6°2 — 5:2 3-3 9-4 — 61 
*3 NOVEMBER 2-1 7-2 — 51 4:6 8-6 — 4:1 
“0 DECEMBER “5 71 — 66 3:7 5-2 — 1:6 
F JANUARY .. 2°7 2-9 —- +2 2-4 5°7 — 3°3 
, : FEBRUARY 1-6 3-1 — 1:4 2°5 4-4 — 1:9 
7 MARCH ee 2°7 1-0 + 1:7 5-3 1-6 + 3+7 
4 APRIL oa 5-1 “4 + 4-7 3-3 *8 + 2-6 
F May 5°2 °2 + 5:0 5°38 1-0 + 4°9 
P JUNE 1°6 8-7 -— 71 4°3 8-2 — 3°9 
7 JULY 4-1 18°5 —14°3 4°6 20-6 —16-0 | 
~ AUGUST 3-1 9°7 — 6°6 3°5 12°2 — 8-6 
3 SEPTEMBER 1-6 7°2 — 5:6 3-8 8°5 — 4:7 

os 1 Figures compiled from daily bulletins of the Bank of England. 
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Table IV 



















































LONDON 
Discount Rates Treasury Bills 
. . Short Loa i 
Bank Rate | © —— Bank Bills Ping Feat Weekly Tender Amount Amount Bank 
3 months 3 months Rate Offered Applied for 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £ millions Per ce 
WEEK ENDING: | 
1929 £8. d. 
JULY 6 5¢ 4} 58 5} 5 7 6:49 40 57°8 i 5 
13 5+ 435 bal 53 5 6 1:85 40 56-9 5 
" 20 54 4h bad 53 5 8 0-37 40 46-9 5 
ve 27 54 4} 5a 53 5 9 1-85 45 47°5 ! 5 
AUGUST BS ee 54 4} 54S 53 5 9 2-83 40 41-5 5 
id a 5} 4} 53° 583 5 9 6:99 40 41-7 5 
a 17 2. bt 4} 53h 6 5 9 6-26 40 46-1 } 6 
ss 24 54 4} 53k 6 5 9 7-05 40 44-1 6 
” 31 5 433 53} 6 5 9 8-87 40 43-6 6 
SEPTEMBER 7 54 44 bi} 6 5 9 8-19 40 43-4 6 
ie 14 5} 4} 52} 6 5 9 8-27 40 51°3 6 
os 21 54 427 545 6 5 8 11°25 40 50°6 6 
A 28 6 4i3 5}i 63 6 2 4:53 45 57°5 6 
OCTOBER 5 64 58 63} 6} 6 5 1-17 45 55-1 f 6 
‘ 
——————— - ——————_ —— — J - — i —— 
All figures given above, except those of 
Table V FOREIG 
DAIL PYERAGE! 
NEW YORK PARIS MILAN BERNE MADRID 
Sto£L Fr. to£ Lire to £ Fr.to£ P’tas to £ 
PAROF EXCHANGE... .. $8605 12g2t 92-40 25°2215 25°2215 
1926 
JULY os 4-8640 197-67 145-01 25-120 30-930 
AUGUST .. 4°8584 171-48 147-47 25-142 31-768 
SEPTEMBER 4°8549 167°32 132-57 25-120 31-883 
OCTOBER 4°8503 165-31 118-28 25-120 82-122 : 
1927 
JULY at 4°8552 123-99 89-04 25-220 28-417 
AUGUST .. 4°8607 124-01 89-32 25-212 28-771 
SEPTEMBER 4-8633 124-00 89-37 25-219 28-384 
OCTOBER 4°8700 124-03 89°14 25-249 28-199 | 
1928-29 
JULY oe 4°8644 124-18 92°81 25-255 29-611 
AUGUST .. 4°8538 124-21 92-74 25-211 29-208 
SEPTEMBER 4-8508 124-18 92°74 25-200 29-331 
OCTOBER... 4°8498 124-14 92-61 25-200 29-970 
NOVEMBER 4-8494 124-11 92°57 25-190 30-075 
DECEMBER 4°8526 124-10 92-66 25°177 29-892 
JANUARY 4°8503 124-08 92-67 25-207 29-751 
FEBRUARY 4°8525 124-2 92-70 25-231 31-185 
MARCH 4°8529 124-24 2°69 25-230 32-200 : 
APRIL 4°8534 124-21 92-70 25-215 32-928 \ 
May 4°8511 124-14 92-65 25-190 34-110 
JUNE 4-8485 123-99 92-68 25-198 34-316 | 
JULY 4°8511 123-88 92-74 25-219 33-451 
AUGUST .. 4°8437 123-89 92-73 25-202 33-052 
SEPTEMBER 4°8485 123-87 92-69 25-165 32-852 | 
WEEK ENDING: 
OCTOBER5  ..«- 4°8598 | 123-90 92-82 25-176 32-760 | 
1 The old parity of 25-2215 ndor 


2 The old parity of 25°2215 waptlandor 
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Table IV—cont. 
| NEW YORK PARIS BERLIN AMSTERDAM 
a Market Market Market Market 
t Bank Rate Discount Call Money Bank Rate Discount Bank Rate Discount Bank Rate Discount 
or Rate Rate Rate Rate 
ms Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
i 5 534 10} 34 34 74 732 5} 5t 
5 5rs 9 34 34 7+ 78¢ 53 5} 
5 5i's 923 3} 38 7+ 7% 5¢ 5a 
5 5s 843 34 38 74 7? 5+ 5a 
5 Bit 1043 3} 3 7 7A 5 5 
5 bik 8h 34 38 7} 74 5t 433 
6 Br: 7 3} 38 7} 7 5 5a 
6 5 i 63} 34 3) 74 7k 5 Bah 
6 5is 845 34 837 74 74 5¢ 543 
6 5ys 8t 34 38% 73 7% 53 5s 
6 Site 8 34 34 74 7s 4 5a? 
6 Sis 8t 34 34 74 7k 54 53 
6 5is 943 34 345 7 7a? 53 583 
f 6 Sts 78h 34 385 7% 7a 5} 53k 
f asury Bills, are averages of daily rates. 
EIGNEXCHANGES Table V—cont. 
DAILBYERAGES 
AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE Joe BUENOS AIRES 
ANEIR 
Fl. to£ Rmk. to £ Kr. to£ d. per Rupee d. per Yen. d. per Milreis d. per Gold Peso. 
a 12°107 20°43 18159 18 2058 5°8997 47°58 
12-108 20-430 18°152 17-931 23-271 7°682 45°477 
12-111 20-401 18-150 17-977 23-637 7°591 45°427 
12-112 20-380 18-150 17-979 23°935 7°514 45-610 
12-124 20-378 18-147 17-892 24-065 6-914 45-899 
12-119 20-450 18-128 17-871 23-311 5-829 47-761 
12-129 20-431 18-117 17-870 23-377 5°858 47-865 
12-134 20-433 18-095 17-960 23-167 5-869 47-942 
12-116 20-408 18-084 17-972 22-962 5°910 47°894 
12-084 20-384 18-161 17-913 22-653 5-902 47-426 
12-101 20-364 18-134 17-947 22-291 5-911 47-414 
12-098 20-355 18-130 17-998 22-678 5-907 47-339 e 
12-096 20-364 18-138 18-064 22-879 5-918 47-339 
12-081 20-354 18-143 18-074 22-956 5-914 47-463 
12-078 20-360 18-130 18-063 22-725 5-889 47-365 
12-091 20-402 18-138 18-056 22-549 5-905 47-413 
12-116 20-447 18-154 18-012 22-3383 5°896 47-387 
; 12-115 20-455 18-168 18-007 22-037 5°857 47-279 
\ 12-090 20-475 18°173 17-965 22-082 5-869 47-284 
H 12-067 20°415 18-154 17°912 22-111 5°875 47-244 
12-075 20-335 18-114 17°854 21-745 5°873 47-161 
12-086 20-359 18-098 17°820 22-541 5-873 47-227 
12-103 20-360 18-101 17-831 23°131 5°875 47-211 
| 12-093 20-362 18-101 17-3869 23-424 5°87 47-197 
12-101 20-390 18-116 17-870 23-602 | 5-871 47-148 








15 ndoned as from June 25, 1928. 
15 w ndoned as from December 22, 1927. 
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1 
BANK CLEARINGS 


Table VI BRITISH TRADE AND INDUSTRY—cont. 





UNEMPLOYMENT 








4 Average of four or five 








5 
Index of 


4 
2 8 | Percent- | Numbers Produc. 
Imports | Exports | Re-exports| London |Provincial Total Compar- age of on Live tion 
“Country” able Total| insured Register 
persons 
£ 4 £ £ £ £ 4 unem- 000’s 1924 = 10 
millions millions } millions millions | millions | millions millions ployed omitted 
1926 
JULY ee 100-3 57°3 9-4 9-0 5-0 14- 15-6 14-4 1,631 
AUGUST .. 101-1 49°8 8°6 8°5 4°8 13°3 14-7 14-0 1,580 57°3 
SEPTEMBER 101-7 50°7 8-1 8-2 4°8 13-0 14-4 13-7 1,543 
OcTOBER 111°0 53°2 10°4 9-5 5°3 14: 16°6 13°6 1,536 69-7 
1927 
JULY ee 93-4 56-1 9-7 9-9 5-6 15°6 18-3 9-2 1,041 
AUGUST .. 90-1 59-4 8-8 9-1 5:4 14°5 17-0 9°3 1,052 105-9 
SEPTEMBER 101-4 60-6 8-1 8-9 5-1 14-0 16-3 9-3 1,056 
OCTOBER 105-0 61-2 9-4 10-1 6:0 16°1 18°8 9°5 1,080 107-4 
e 1928-29 
JULY ee 95°5 60-9 8°5 10-2 5°5 15°7 18-5 11-6 1,259 } 
AUGUST .. 97-7 62-2 8°8 9°3 4°9 14°2 16-9 11-6 1,314 95-4 
SEPTEMBER 87°7 56-6 6-9 9-1 4°9 14-0 16-9 11-4 1,303 f 
OCTOBER. . 102-6 64°3 8-9 10-2 5-4 15°6 18-8 11°8 1.339 
NOVEMBER 106-9 63-8 16°8 9°8 5-2 15°0 18-1 12-2 1,364 ‘toe 
DECEMBER 101°5 60-4 9-1 10-2 5°8 16-0 19-3 11-2 1,366 
JANUARY 116-1 66-9 9°38 10-4 5°5 15-9 19-1 12-3 1,427 |) 
FEBRUARY 91°3 55°7 10-3 9-8 5°7 15°6 18-7 12°2 ; 1,800 108-3 
MARCH 98-6 58-6 10-0 9-9 5-6 15°5 18-4 10-1 1,243 f 
APRIL .. 104-2 €0-2 10-4 10°5 5°3 15-8 19-0 9-9 1,159 } 
MAY 103-5 | 67-4 10°5 10-0 4°9 15-0 18°3 9-9 1,123 110-2 
JUNE 91°5 49-9 9-6 9-8 §+1 14-8 18-2 9-8 1,113 f 
JULY ee 93-6 | 66-5 8-0 10-3 5-4 15:7 19-0 9-9 1,140 
AUGUST .. 101-0 63-0 9-0 9-4 4°7 14-1 17-3 10-1 1,162 
SEPTEMBER | 98-4 | 55° 1 7 | 98 48 14-1 7-2 | 10-1 | 17159 
1 Daily averages based on weekly or monthly returns, 2 “ Country ” clearings at London Clearing 


3 Total clearings (London “Country” and Provincial) adjusted, for comparative purposes, by 
application of Board of Trade index number of wholesale prices (1924 = 100). 
5 Reprinted by courtesy of the London and Cambridge Economic Service. 




























‘Table vO BRITISH. TRAD D I 
: im COAL PIG-IRON STEEL - 
|. +) ae 1 Exports 2 2 
} Production (including Number of Production Production | Im 
} Coke) Furnaces in 
| Millions of Millions of Blast Thousands of | Thousands of Thou 
| Tons Tons Tons ‘ons of 
1926 
JULY ee — 0-0 7 18 32 2 
AUGUST _ 0:0 6 14 52 3 
SEPTEMBER. . _ 0-0 5 12 96 4 
OCTOBER .. — 0-0 5 13 94 3 
1927 
JULY 18-9 4-4 _174 646 687 3 
AUGUST ° 19-4 4°6 165 596 643 2 
SEPTEMBER. . 19°5 4°6 160 591 777 3 
OCTOBER .. 19-8 4°5 162 596 699 3 
1928-29 
JULY ee 16°9 4°5 131 538 667 2 
AUGUST 17°8 4°6 130 519 648 2 
SEPTEMBER. . 18°8 4°3 131 504 719 | 
OCTOBER .. 19-0 5-1 136 544 756 
NOVEMBER .. 19-3 4°6 135 544 762 | 
DECEMBER .. 19-9 4°5 132 540 683 
JANUARY ° 21-0 4°9 139 564 765 
FEBRUARY .. 21°5 4-2 140 520 775 
MARCH 21-5 5-1 145 590 860 
APRIL 19°5 5-0 152 611 809 
May 20°3 5-6 159 655 844 
JUNE 19-9 5°2 165 658 831 
JULY 18-9 6-3 167 672 805 ; 
AUGUST 20°3 5:3 170 682 753 2} 
SEPTEMBER 20-4 5°6 168 665 848 2: 
1 Total for four weeks. 2 Returns issued bh» Natior 
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RADEND INDUSTRY Table VI—cont. 
TRON TURES THEREOF MACHINERY COTTON WOOL 

2 Exports of Exports of Exports of Exports of Exports of 
m | Imports Exports Imports Exports Yarns Piece Goods ‘ops Wool and Wool and 
Worsted Worsted 

Yarns Tissues 
3 of Thousands | Thousands £ £ Millions of Millions of Millions Millions Millions of 
of rons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. . 

271 244 1,069 4,193 12-4 359-6 2-7 3°6 18-0 

315 164 884 3,747 12°5 297-9 2°7 3°4 16-5 

446 160 938 3,470 12°1 311-7 2°8 3°1 12°3 

398 194 1,024 3,956 13-5 307°7 3°5 3°8 11°7 

336 390 1,402 3,786 14-0 335-2 3-1 4-4 16-0 

286 342 1,233 3,886 16°6 362°9 3°8 5-2 17°5 

312 385 1,309 4,291 15°§ 339-0 3-1 4°4 14-4 

336 385 1,244 4,503 15°3 312-1 4-0 5-1 13-1 

219 333 1,461 4,567 11-4 338-6 2°6 4:2 18-0 

272 370 1,530 4,399 15°8 341°3 2°8 4°9 19-4 

184 295 1,231 3,688 11-2 298-2 2:3 3°3 12°8 

261 377 1,488 4,402 15-1 334-0 2°5 4°5 12-7 

| 233 399 1,422 4,651 15-4 331-4 2°8 4-1 12:5 

184 359 1,235 4,499 13-2 290-5 2-5 3°4 12°4 

244 421 1,627 5,078 16-9 379°3 3-1 3°6 18°6 

160 330 1,235 4,108 13-7 326-1 2-5 3:0 14°6 

182 350 1,444 4,154 13-5 334-0 3-2 3-3 12-1 

262 340 1,574 4,151 13-1 349°4 2-4 3°0 9-5 

f 257 443 1,802 5,528 16-0 321-4 3°4 4°7 11°3 

234 307 1,695 3,794 12°3 223-9 2°1 3°4 10-2 

237 376 1,687 5,066 15-0 355-4 2-2 5°1 17°5 

255 358 1,728 4,421 15°3 321-3 2°8 4°9 17°1 

229 299 1,460 3,768 10°2 237-5 2°8 3°7 11°3 








ssued bie National Federation of Iron ‘and Steel Manufacturers. 


Table VII COMMODITY PRICES 





UNITED KINGDOM U.S.A. GERMANY FRANCE 
sot Wholesale 1 | Wholesale | Wholesale | Cost of | Wholesale} Cost of 
yn OE se ll (Depart- (Reichs- Living (Statis- Living 
Living ment of bord) (Reichs- ue (Statis- 
Board of | “‘ Statist’’ | ** Econ- (Ministry Labor) bord) Gendraie) ak ue 
= 10) Trade omist” of Labour) nérale) 
July 3 1913/14 July 
1913= 100] 1913 = 100 | 1913 = 100 | 1914 = 100 | 1926 = 100 | 1915 = 100 = 100 | 1913 = 100 | 1914 = 100 
1926 
7°3 JULY oo | 46-7 148-2 148-7 170 99-5 127: 142-4 838-2 
‘ AUGUST .. | 149°8 149-4 151-1 172 99-0 134-0 142°5 769°5 
7 SEPTEMBER | 150-9 150-6 153°6 174 99-7 134-9 142-0 786°9 539 
OCTOBER... 152-1 154-1 154-2 179 99-4 136-2 142-2 751-5 545 
1927 
5:9 JULY oo | BB8+3 143-5 144°1 164 94-1 137-6 150-0 620°5 
; AveusT .. | 140°9 144°5 145-1 165 95°2 137-9 146°6 617°7 
724 SEPTEMBER | 142-1 142-9 143°4 167 96°5 139-7 147°1 600-4 507 
OCTOBER.. | 141°4 141-9 142°5 169 97-0 139-8 150-2 587-0 498 
1928-29 
5-4 JULY ee 141-1 141°5 141°9 165 98-3 141-6 152°6 623-8 
AUGUST .. | 139°3 138-8 139-4 165 98-9 141-5 153-5 617-0 
SEPTEMBER | 137-6 | 137°4 137°5 166 100-1 139-9 | 152-3 | 619-9 519 
5.2 OcTOBER.. | 137°9 137-4 136-9 167 97°8 140-1 152-1 617-0 
= NOVEMBER 137-9 138-7 136°9 168 96-7 140-3 152-3 625-7 
DECEMBER | 138°3 | 138-7 136°5 167 96°7 139-9 | 152-7 | 623-8 531 
$63 JANUARY.. | 138°3 137-6 136-1 165 97°2 138-9 153-1 630-6 
FEBRUARY 138-4 141-3 137°3 166 96-7 139-3 154-4 6338-5 
MARCH .. 140-1 141-8 138-1 162 97°5 139-6 156-5 639-4 547 
+2 APRIL -- | 138°8 137-1 135-0 161 96-8 137-1 153-6 626-7 
MAY «- | 185°8 132-9 131°5 160 95°8 135°5 153°5 622-8 
JUNE -- | 135°6 133-0 131-7 161 96-4 135-1 153-4 610-0 556 
JULY ee 137-4 135-4 134°6 163 98-0 137-8 154°4 613-0 |e 
AUGUST .. 135-9 134-0 134°5 164 97°7 138-1 154-0 596-4 
SEPTEMBER | 135-8] 132°5 131-9 165 138-1 | 153-6 |} 597-5 55. 
ane 1 The indices, which s are ‘for the 1st of the month, are entered for the previous month to 
five facilitate comparison. 


2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 


are not strictly comparable. 
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Books 


In this section attention is called to books which have a special interest 
for bankers. 
















THE THEORY AND PRACTICE OF FINANCE. By W. CoLIN Brooks. Pp. xi-411. 
(Sir Isaac Pitman & Sons. 10s. 6d.) 

WHILE there are innumerable text-books covering banking as 
a whole or in one particular department, it is difficult to find a book 
which covers the whole domain of finance. Mr. Brooks’s book fulfils 
therefore a useful task, as it enables the bankers’ clerk to form an idea 
of the financial system as a whole and of the réle and relative import- 
ance of banking in that system. The book does not claim to establish 
new theories, nor to compete with any of the special works written on 
a section of this vast subject. Those specializing in any particular 
branch of banking or financial activity may not find much new in it 
as far as their own department is concerned, but they will find it useful 
for the purpose of acquiring a general knowledge as to other 
departments. 

We can especially recommend to our readers the chapters on 
“* Currency and Credit,” “‘ Banks and their Origin,” “‘ Banks and their 
Functions,” “‘ Foreign Exchanges,” “ Bills of Exchange,’ ‘ The 
Money Market,” “‘ Continental Exchanges,” and “‘ Eastern Exchanges.”’ 
The book is written in an easily understandable style, with the least 
possible employment of technical terms, and should prove good reading 
for the uninitiated. 























THE PROBLEM OF INTEREST AND ITS RELATION TO CURRENCY AND DEBT. By 


Ernst Dick, Pu.D. Pp. xv-381. (Williams & Norgate, Ltd., 18s.) 


FEw practical bankers will agree with the author’s theory 
according to which prices move, not in inverse ratio with the rate of 
interest, but in direct ratio. Nor is his suggestion of a fixed bank rate 
as a medium for maintaining the stability of prices likely to be received 
with sympathy. The book is altogether too one-sided, as are most 
works which have as their ambition the overthrow of time-honoured 
theories. It is nevertheless interesting to read. 


















MoNneEY, CREDIT AND PRIcES. By JAN St. LEWINSKI, D.Ec.Sc. Pp. x-149. 
(P. S. King & Son, Ltd. 7s. 6d.) 

THAT the saying, according to which there is nothing new under 
the sun, applies to economic theory has been proved over and over 
again. In his little book, Dr. Lewinski aims at proving that the 
quantity theory and the doctrine of managed currency can be traced 
back to economists of past centuries. He disapproves of the tendency 
to reduce the quantity theory to a mathematical formula which does 
not provide an explanation of the movement of prices. 
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BRAZILIAN SUPPLEMENT 
Part 2 








The Financial Situation of Brazil 


N company with the rest of the world, Brazil was 
faced after the war with a period of great financial 
stress. Internal difficulties, rendered more complex 

by the war, were augmented further by the world crisis 
of 1920. The fundamental reason for this situation, as 
will be apparent to any student of Brazilian post-war 
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finance, lies in the existing fiscal system, based almost 
exclusively on Custom House duties, a form of taxation 
which in 1910 represented more than 50 per cent. and 
in 1912-13 no less than 57°3 per cent. of the total revenue 
of Brazil. 

One of the necessary consequences of the war on the 
financial situation was the sudden and precipitous fall 
in the revenue accruing from duties on imports which 
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supplied only 46°1 per cent. of the total revenue as 
compared with 57°3 per cent. in 1913. It will be easily 
understood how the financial equilibrium of the nation 
was adversely affected by this decrease and that the 
Government were therefore obliged to have recourse to 
paper money in order to increase the circulating medium. 
This currency inflation and the resultant dislocation 
of the Exchange was not, of course, peculiar to Brazil. 
The same monetary and financial consequences of the 
war were prevalent throughout the world. England, the 












AVENIDA RIO BRANCO, SHOWING THE SENATE HOUSE 
ON THE LEFT 














country of standard currency and well-balanced finances, 
was obliged to acknowledge a depreciation of the £ 
sterling. That the United States themselves, although 
possessing a plethora of gold, also suffered a fall in the 
intrinsic value of their currency, was a sure sign of the 
universal monetary dislocation due to the war. 

This situation called for the most careful study on 
the part of Brazilian statesmen. The administrative and 
legislative authorities alike were thoroughly imbued with 
the necessity of adopting a course which would enable 
the Government to face and finally to solve the problem 
of the financial reconstruction of the country. 
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It may be said that the task of establishing a balanced 
budget, a fixed currency valued in accordance with the 
real economic situation, and of increasing the gold 
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reserves with a view to the ultimate conversion of the 
notes, properly began in 1926 with the adoption of the 
new Brazilian money standard. 

Thus the gold reserve which in that year amounted 
to barely {10,000,000 sterling, and covered only 15°83 
per cent. of the total money in circulation, had already 
increased in 1927 to £20,706,946, or 28°03 per cent., and 
in December 1928 to £30,533,389, or 36°76 per cent. of 
the total circulation. 

In consequence of the changes introduced in the 
system of taxation, through the increased use of the 
Income Tax and the rigorous methods adopted in the 
control of the Public Revenues, two noticeable results 
have been obtained. By the increase in the total revenue 
and the exercise of a strict economy in all expenses, 
the balancing of the budget was considerably simplified, 
and when this balance, and even a surplus, had been 
maintained, the inflation to which recourse had been 
made during the period of emergency soon disappeared. 

The rate of increase of the revenue was very marked, 
as is shown by the following figures :— 








1927 
Revenue estimated in budget .. 1,797,979; 035$000 
Revenue actually collected -» 2,039,505 ; 769$620 
Excess of revenue collected Pie 241,526 ; 676$620 
1928 
Revenue estimated in budget .. 2,088,933; 223$000 
Revenue actually collected .. 2,216,512; 535$023 
Excess of revenue collected - 127,579 ; 312$023 


Thus in the two years following the establishment of 
the new monetary standard, a sum of 369,105 ;988$643 
was collected in excess of budget predictions. 

As a result of the fresh efforts towards economy, a 
similar saving was effected in expenditure which is 
shown in the following table : 


1927 


Expenditure allowed for in budget.. 1,905,277; 893$750 
Actual expenditure .. - -» 1,631,846; 799$464 


Economy in expenditure .. -» 273,431; 094$286 
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1928 





Expenditure allowed for in budget.. 2,098,816 ; 370$336 
Actual expenditure .. 1,922,161 ; 344$960 








176,655 ;025$307 
In addition, therefore, to the collection of a surplus 

of 369,105 ;988$643, the Government in two years 

effected economies to the extent of 450,086 ;119$662. 

During this period the exchange has kept steady and 
issues have been made on the corresponding gold basis. 
Conversion to an equivalent value in gold has taken 
place whenever a holder of paper money has presented 
his notes to the stabilization fund. This has been an 
important factor in the good results shown by the 
budget balance, since the disorganization in the estimates 
for revenue and expenditure, caused by the instability 
of the exchange, has been removed. 

The financial year of 1928 marked the consolidation 
of the benefits of the stabilization policy; the budget 
balance for that year was 304,649 contos de reis; and 
the balance for the whole financial year, including 
liabilities, amounted to 198,254 contos de reis, against 
an estimated profit of only 116,000 contos. 

The following figures will give some idea of the sound 
financial position at the end of 1928: 


Economy in expenditure 


Contos de reis. 


Revenue collected . a ne es 2,216,512 


Revenue as per budget... nia 2,087,200 
Increase in the revenue collected . ae 129,312 
Fixed expenses - a as - 2,097,498 
Actual expenses ee - ee 1,992,161 
Balance shown in the expenses ae ~ 175,337 
Budget balance + oi 304,649 
Actual balance of the financial year - 198,354 
Extra budget expenses ee oe a 106,295 


In consequence of these excellent results, the Govern- 
ment was able to redeem 25,580 contos de reis of paper 
money as well as the notes belonging to the former 
Conversion Fund, as set out in a Decree of 1928. A 
noticeable decrease in the foreign debt was effected in 
1928, loans in England falling by £2,315,884, in the 
United States by $4,089,840, and in France by 1,976,743 
francs, showing altogether a reduction in sterling of 
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£3,234,060. With a reduction of 78,332 contos de reis 
in the internal debt, the total liabilities of the country 
decreased by £5,160,225 to the great benefit of the 
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country’s agricultural production which showed the 
following increase. 
R2 


anes ne see 
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VALUE OF BRAZILIAN CROPS IN CONTOS DE REIS 
1922-23 “i - ee ae oe 3,889,369 
1925-26 o* ee oe ee - 7,109,429 
1926-27 es “s ee os ‘a 7,177,004 
1927-28 7,591,405 

An active administration favourable to production 
very soon had its effects on transport and trade in 
general, in the extension of road and railway systems 
and in the attraction of foreigners and fresh enterprise 
into the country. 

Brazil is a country possessing a large population and 
carrying out an extensive internal trade, which at the 
present moment exceeds 3,000,000 contos de reis, an 
increase of half a million contos during the last three 
years. Minas Geraes, for instance, has an internal trade 
representing 40 per cent. of the value of its exports 
to foreign markets. On the other hand, the trade for 
1928, between Saio Paulo and the Federal districts, was 
approximately 10 per cent. of the total Brazilian trade 
with the United States, the biggest market for Brazilian 
exports. Sao Paulo normally imports from Rio Grande 
do Sul about 15 per cent. of the total value of Brazilian 
imports from England, the second largest importer into 
Brazil, while in 1927 Sado Paulo exported to Rio Grande 
do Sul 281 per cent. of the total value of exports from 
Brazil to Germany, the largest European market for 
Brazilian exports. 

INTERNATIONAL COMMERCE OF BRAZIL. 

Weight in millions of tons. 

Years. Imports. Exports. —— 
1924 °2 
1925 ‘. 
1926 .. ee oe 7 4 °6 
1927 .- es es ‘ ‘ 8 
1928 .. os oe , : "5 
Values in millions of pounds. 

1924 .. a a 68: 95'I 163°4 
1925 .. ‘in oe 84°4 102°8 187°2 
1926 .. oe es 79°8 94°2 174°0 
1927 .. - es 79°6 88°6 168° 2 
1928 go°6 97°4 188-0 

Thus it ‘becomes apparent that both imports and 
exports increased in weight and value during the five 
years from 1924-28—except for the year 1926 when 
there was a slight general decline—-while the last year 
of the period showed a total increase in value over the 
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previous year of about {20,000,000 sterling. There has 
been, as a matter of fact, a slight decline in the values 
in the mercantile balance sheet since 1924, but the 
balance continues favourable and it has enabled Brazil 
to accumulate during the last five years a total of 
£75,000,000 sterling. 

From the economic and financial point of view, the 
general situation of Brazil may be described as a very 
happy one. The financial stability of the country is shown 
in the budget figures since the adoption of the policy 
of stabilization, by a decrease in the Floating Debt, by 


dH) eq 
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the limitation of extra budget credits, and by the 
reduction of the Foreign Debt without recourse to the 
use of home credits or the issue of Treasury Bonds or 
Debentures. The circulation is fully guaranteed by 
reserves, the exact size of which cannot be accurately 
determined. Quotations for Brazilian securities are 
experiencing a steady rise. The currency has maintained 
its value in the midst of exchange fluctuations which 
have not, however, reached an extent to make profitable 
the transport of gold. 

Before the stabilization of the currency, the value of 
the £ sterling was subject to fluctuation between 30$355 
and 45$850, while to-day, as a result of the policy, 





238 THE BANKER 


exchange movements are very narrow. The milreis rate 
fluctuates between 533d. and 53$d., a margin of -«%5 
causing a variation in the value of the currency 
with regard to the £ sterling of barely 1$092. In 1928 
the full benefits of stabilization were revealed. During 
the whole year the variations did not exceed the limits 
of 533d. and 524d. There was no fluctuation in the 
currency during the first half-year, while in the second 
half the highest difference registered did not exceed 
sg, » per cent. or $212 per f sterling, a figure well within 
the limits of the gold points. 

The economic situation of Brazil is well portrayed by 
the extent of its activities and enterprise and by the 
increase in its revenue without a corresponding increase 
in taxes and rates. Transport has become more regular, 
consumption has increased, agriculture and industry 
have provided a larger margin of profit, and salaries 
have maintained a remunerative standard. 

In spite of the continued increase in revenue, and the 
surplus for the last two years of 369,105 ;988$643 in 
excess of budgetary expectations, the laws of Congress 
demand only a moderate estimate in the budget and it 
is on this basis that the revenue for 1930 has been 
calculated. It is probable, therefore, that the figure of 
199,271 ;700$000 gold and 1,375,027;100$000 paper, 
quoted in the budget as revenue for the financial year 
1930, will in fact be exceeded by actual receipts, and 
that the voted expenditure of 134,955 ;282$505 gold and 
1,624,346 ;385$199 paper will leave a surplus over actual 
requirements. It will be seen that, in a comparison 
of estimated expenditure and revenue, there will remain 
a surplus in gold of 64,316 :417$485 and a deficit in 
paper of 249,319 ;285$199, but a conversion of the gold 
surplus into paper will cover the extra expenses provided 
for in paper and leave a general balance of 44,413 ;797$454. 

When it is remembered that the annual increase in the 
revenue and Brazil’s magnificent economic position have 
been obtained without any increase in taxation, and that 
they are entirely due to the stabilization of the currency, 
to the development of commerce and industry and to the 
strict control of the revenue collected, it will become 
immediately apparent that Brazil can be numbered among 
those countries which have succeeded in putting their 
monetary houses in order. 
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Banking in Brazil 


By a Banking Correspondent 


HE numerous banks established in the United 
States of Brazil fall naturally into two main 
groups, namely those of local origin and those 
capitalized from abroad. Dealing with the latter group 
first, it may be said at once that in Brazil, as elsewhere 
on the South American Continent, British enterprise was 
among the first to see the great potentialities of the 
country and to provide capital for the exploitation of 
Brazil’s vast natural resources and for the development 
of transport facilities, as well as the financial services 
necessary to facilitate overseas trade. 

The association of British banking institutions with 
Brazil has extended over sixty years, and during that 
time the banks have taken their full share in the develop- 
ment of the country, actively fostering its external trade 
and particularly devoting their energies to the provision 
of international as well as purely local banking facilities 
for the commercial community in the various centres 
where they have established branches. 

It was some twenty-five years later before active 
competition appeared, following the advent of the 
German banks, but in 1Ig1o other European banks 
established subsidiary institutions, particularly French, 
Belgian, Italian, and Dutch interests. Their inter- 
vention was keenly appreciated by their nationals 
resident in Brazil, who, more particularly in the case of 
Germany, began to form an important and rapidly 
growing section of the trading community. Nevertheless, 
the British banks have successfully maintained their high 
position without departing from the sound principles 
upon which their business has been built up, and which 
accord wholly with the traditional conservatism of their 
national banking practice. 

British banking in Brazil is now represented by 
two main groups. There is the Bank of London and 
South America, Ltd., which represents an amalgama- 
tion of the London and River Plate Bank, Ltd., and 
the London and Brazilian Bank, Ltd., the former bank 
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having been established in Brazil since 1892 and the 
latter since 1862, and the British Bank of South America, 
Ltd.—the Affiliated Institution of the Anglo-South 
American Bank, Ltd.—which commenced operations in 
the Republic in 1863. There are also two institutions 
with branches in Brazil having their Head Offices in 
Canada, namely, the Royal Bank of Canada and the 
Canadian Bank of Commerce. 

The entry of the United States into Brazilian banking 
has taken place comparatively recently, and was largely 
consequent upon the diversion of trade from the usual 
channels of finance on account of war-time conditions. 
Only after the Federal Reserve Act came into force in 
November 1914 was it possible for any bank organized 
under the National Bank Act of the United States to 
establish branches abroad. Under the power conferred 
by this Act, the National City Bank of New York 
established branches in Buenos Aires, Montevideo, Rio 
de Janeiro, Santos, and Sado Paulo. It may here be 
mentioned that the United States banks have accom- 
plished more than the securing of a footing in the South 
American countries, and not only in Brazil, but also 
elsewhere on the Southern Continent, have set up 
most modern banking establishments, providing full 
services for the financing of foreign trade and for the 
conduct of banking business of every kind by the most 
highly efficient methods. 

United States banking is now represented by the 
National City Bank of New York, the German by the 
Banco Germanico, the Banco Brasileiro Allemao, and 
the Banco Allemao Transatlantico. Branches of the 
Yokohama Specie Bank were opened in Brazil in 1918, and 
Portuguese interests are represented chiefly by the 
Banco Nacional Ultramarino. Belgian interests are 
represented by the Banco Italo-Belga; Dutch by the 
Banco Hollandez da America do Sul; and French and 
Italian by the Banque Francaise et Italienne de 
l’Amérique du Sud, S.A. 

The greatest of the domestic banks in the Republic 
is, of course, the Banco do Brasil. Among other banks 
in Rio de Janeiro that may be mentioned are the Banco 
Mercantil do Rio de Janeiro, and the Banco Commercial 
do Rio de Janeiro. + 
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Séo Paulo being the centre of the Brazilian coffee 
industry, the chief banking business in this State is 
naturally concerned with the financing of the coffee crops. 
The principal bank dealing with this class of business is 
the Banco do Estado de Sao Paulo, and it is of special 
interest to note that in November 1927, March 1928, 
and again in October 1928, issues were made in London 
of £1,250,000 on each occasion of 6 per cent. guaranteed 
sterling mortgage bonds of the Bank, the funds to be 
applied in making mortgage loans on the security of 
properties situated in the State of Sao Paulo. Mortgages 
on the coffee estates are limited by Brazilian law to 50 
per cent. of the valuation, which, by the statutes of the 
Bank, cannot exceed 2 milreis per tree. Other important 
banks in Sao Paulo are the Banco do Commercio e 
Industria de Sao Paulo, the Banco Commercial de Estado 
de Sao Paulo, the Banco Noroeste do Estado de Sido 
Paulo, and the Banco de Sado Paulo. 

The national banks, however, are primarily con- 
cerned with facilitating the internal trade of the country ; 
they do not directly concern themselves with the import 
and export trade with foreign countries, although the 
Banco do Brasil has itsshare therein. The two branches 
of the banking industry should not, therefore, be regarded 
as competitive, but rather as complementary to each 
other, the chief function of the national bank being to 
assist the local trader or planter in the internal markets, 
and that of the foreign bank to make provision for the 
interchange of trade with foreign countries. 

The history of banking in Brazil is largely bound up 
with the varying fortunes of the Banco do Brasil, the 
only direct descendant of those financial establishments 
which existed in the nineteenth century and which were 
successively treasurers to the Brazilian Government. In 
1808, the previously created Banco Nacional became the 
Banco do Brasil, with the sole right to issue paper money. 
In the course of time, this institution went into 
liquidation, and was succeeded by others. The Banco 
Commercial, founded in 1838, the second Banco do Brasil, 
established in 1851, the Banco do Para, and those of 
Pernambuco, Bahia, and Maranhao, which were 
authorized to issue bonds or notes accepted as money, 
were amalgamated in 1853 under the title of the Banco 
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do Brasil. In 1860, the only two other banks entitled to 
issue paper money, the Banco Rural Hypothecario and 
the Banco Commercial e Agricola, were absorbed. In 
1890, immediately after the proclamation of the Republic, 
a new issue bank was created, the Banco dos Estados 
Unidos do Brasil, but it was shortly afterwards amalga- 
mated with the Banco do Brasil under the name of the 
Banco da Republica. The large volume of paper money 
issued through this new establishment caused difficulties, 
with the result that the Government intervened in 1900 
to guarantee the emission of the Banco da Republica and 
to cause its liquidation, which was completed in 1905. 

The third and present Banco do Brasil is a limited 
liability company, founded in the year 1905. As already 
indicated, there are also a number of important national 
banks devoting themselves chiefly to local business, but 
the Bank of Brazil, having for some years past been 
responsible for the country’s note issue, has taken a 
very important part in the exchange market, and has 
enjoyed privileges not accorded to other institutions. 
The banking industry, however, may not yet be regarded 
as fully developed in Brazil, there being no centralization 
of the system in the sense of that adopted within recent 
years in Colombia, Ecuador, Chile, and elsewhere on the 
South American Continent, nor any general laws con- 
troliing the conduct of banking business, although the 
British ‘‘ Montague’”’ Mission, which investigated eco- 
nomic conditions in Brazil in 1924, at the invitation 
of the Brazilian Government, recommended reforms on 
such lines, and the recommendations were accepted in 
principle. 

The greater part of Brazil’s export and import trade 
is financed through the foreign banks in Rio de Janeiro, 
Santos, Sao Paulo, Bahia, Pernambuco, and other 
important commercial centres, and the foreign banks 
act as influential agencies in the investment of foreign 
capital. The total British capital invested in Brazil at 
the present time is estimated at around {280,000,000, as 
compared with British capital of some £404,000,000 
placed in Argentina, while the corresponding figures in 
regard to the United States are £86,000,000 in Brazil 
(against {10,000,000 in 1912), and {100,000,000 in 
Argentina (against only £8,000,000 in 1912). British 
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funds have been placed in Brazil as to £140,000,000 in 
Federal, State, and municipal loans, and about the same 
sum in industrial and other investments. 

In view of the large amount of British capital invested 
in the country in the form of loans to the Federal 
Government and to various States and municipalities, as 
well as in commercial enterprises, the progress and 
development of Brazil is of the greatest importance to 
Great Britain. With a fair field and freedom from 
restrictive legislation, the banks will be able to continue 
to contribute materially to the prosperity of the country. 
In this connection, it may especially be mentioned that 
reform of the Bankruptcy Laws is a matter of some 
urgency, on account of the frequent abuse to which the 
present regulations are subject. The present Adminis- 
tration, however, has this important matter under 
consideration. 

Though Brazil is possessed of immense natural 
wealth, the great distances and the comparative scarcity 
of transport facilities militate against its realization, 
and to overcome this the introduction of capital in 
considerable volume is necessary. If capital is to be 
attracted, stable conditions must first be attained, and 
it appears that the Brazilian Government has given full 
recognition to this fact, the authorities having pursued a 
consistent policy of economical administration for some 
years past. ; 

The President of Brazil, in his Message to Congress 
on May 3, 1929, mentioned that the Government had 
decided to create a central bank of issue, to which the 
existing Conversion Office would be transferred, and it 
is to be hoped that it will be possible to introduce this 
reform in the early future and that it will presage the 
early and definite conversion of the currency on a legal 
stabilized basis. This latter change is vitally necessary 
if fresh capital is to be attracted from abroad on a scale 
sufficient for carrying out a programme of development 
of the transport systems, which in turn would permit 
of greater diversification of Brazil’s export products. In 
short, the development of Brazil depends largely upon 
the early adoption of the definite scheme already pro- 
posed for a stabilized currency and a consistent fiscal 
policy irrespective of changes in political administration. 
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Brazil and its Transport 
Requirements 


By Victor Konder 


cent. of the whole of South America and approxi- 

mately 2 per cent. of the total surface of the 
world, it would be possible to place within Brazil all 
the countries of Europe, with the exception of Russia, 
and there would still remain a surplus of 711,000 sq. km. 
Bounded on the east by the Atlantic Ocean, with a coast 
line of 7,920 km., her innumerable ports provide a 
natural outlet for her rich products. 

Brazil is characterized by two main geographical 
features: the great plains of the Amazon in the north and, 
in the centre and south, the extensive and undulating 
plateaux formed by the lower slopes of the mountains 
of the Mar, Mantiqueira, and Geral. Her watersheds 
drain into three great fluvial basins: those of the rivers 
Amazon, S. Francisco, and Plate, comprising an enormous 
extent of navigable waterways. 

Spread throughout this vast territory there exists 
today a population of nearly 40 millions and, should the 
birth-rate between the two last censuses be maintained, 
this total will be increased to 42 millions in 1930; to 
76 millions in 1950; and to 240 millions in 1990. The 
States of Minas Geraes, S. Paulo, Parana, S. Catharina, 
and Rio Grande do Sul in the centre and south, where 
production has naturally developed in a marked degree, 
are the most densely populated. And in these States 
human ingenuity, aided by capital, has overcome the 
obstacles presented by the mountains and has laid 
railway lines to convey the resources of the plains to 
the coast for export. 

In the vicinity of the port of Rio de Janeiro, the 
Serra do Mar is crossed by the Central Railway of Brazil, 
the Leopoldina Railway, and the Theresopolis Railway ; 


CCcent. oft an area of 8,511,189 sq. km., 45 per 
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in Angra dos Reis, by the West of Minas Railway; in 
Santos by the Sao Paulo Railway, and by the Sorocabana, 
as yet only in course of construction. A short distance 
from San Francisco and Porto Alegre, the Geral moun- 
tains are crossed by the Sao Paulo—-Rio Grande Railway 
and by the Rio Grande do Sul Railway. 

If Nature created the high mountains close to the 
ocean as an obstacle to communication between the 
Atlantic ports and the interior, she compensated Brazil, 
on the other hand, by endowing her with the altitudes 
necessary for the production of coffee, a commodity 
which, representing as it does about 70 per cent. of 
Brazilian exports, constitutes the source of her greatest 
wealth. Furthermore, the setback which these barriers 
have created to the economic progress of the country 
will shortly be surmounted by the use of hydraulic 
power drawn from rivers which fall from heights of 
300 to 1,000 metres directly into the ocean. This is the 
project which the Light and Power Company of Sao 
Paulo already have in hand, the task of placing at the 
disposal of the most industrially developed region the 
essential element for its rapid progress—cheap power. 
Distributed throughout the whole of the country there 
are to be found natural waterfalls which constitute a 
potential hydraulic power estimated at about 20 million 
kilowatts. 

The agricultural production of Brazil for 1927 was 
valued at £187,000,000, and yet it is a reasonable assump- 
tion that she is still far from a complete realization of 
her incalculable wealth. The rapid development of her 
exports of chilled and frozen meats gives an indication 
of the high place held in her production by the cattle- 
breeding industry, in which she ranks fourth in the 
world. 

With a subsoil containing many varieties of minerals, 
especially a vast reserve of high-grade iron ore—estimated 
at three billion tons—and vast undeveloped resources 
in the shape of raw materials and hydraulic power, 
Brazil can justly claim a foremost place among the great 
industrial centres of the world. Her annual industrial 
production, including textiles, footwear, hats, furniture, 
tobacco, preserves, china and glass, has a value of about 
£180,000,000. 
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It is evident that with her vast territories, possessing 
such varied riches and a rapidly increasing population, 
anxious to work and to progress, the transport problem 
is, for Brazil, of the greatest national importance and one 
which constantly calls, in its various aspects, for the 
urgent attention of the Government. 

Disregarding the apparent increase in the standard 
of living of the Brazilian people, a consideration of the 
agricultural development of the country is all that is 
necessary to enable us to appreciate the increasing 
annual call for fresh investment in the transport industry. 
Among the more pressing reforms may be classed the 
improvement of transport facilities on rivers and water- 
ways ; the reconstruction and modernization of all harbour 
equipment; the extension and improvement of roads 
and the duplication and electrification of railways. 

The opportunities thus offered for the profitable 
investment of capital are encouraged and enhanced by 
the financial policy of the Government which, by the 
soundness of its Budget, the stabilization of its currency, 
and the application in its own services of the principle 
of self-support, has ever shown consideration and respect 
for private capital. 

In Brazil, the capitalist who co-operates in his 
country’s development, realizing and understanding her 
problems, is always regarded as a friend both by the 
Government and by the people. 





GEORGE H. BURR & COMPANY, LIMITED 
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Chicago, Minneapolis, St. Louis, Kansas City, Boston, Hartford, Philadelphia, Scranton, Cleveland, 
Washington, D.C., San F; rancisco, Los Angeles, Seattle, Ore., Spokane, Pasadena, etc. 
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The Ports of Brazil 


HE Brazilian coast line, stretching from the river Oyapok, 
to the Chuy River, a distance of 4,029 km., has a total 
length, including inlets and salients, of almost 9,000 km. 


Many of these inlets constitute excellent natural harbours of 
which the most important are Belém, S. Luiz do Maranhao, 
Natal, Recife, Bahia, Victoria, Rio de Janeiro, Santos, 
Paranagua, S. Francisco and Rio Grande do Sul. 


In addition to these maritime ports, Brazil possesses others 
situated on the margins of rivers and lakes, notably those in 
the vast basin of the Amazon—Mandos and Santarem—and 
those along the rivers of S. Francisco, Paraguay and Guahyba— 
Penedo, Corumba, Porto Alegre and Pelotas. 


A new country, Brazil has only since 1900 made any really 
serious attempts to develop its ports. Since then works and 
improvements necessary to enable them to cope with their 
respective traffics have been carried out in the ports of Mandos, 
Belém, Recife, Bahia, Ilhéos, Rio de Janeiro, Santos, Rio 
Grande and Porto Alegre, while at the present moment the 
work of reconstruction is being carried out in the ports of 
Natal, Victoria, Paranagua, S. Francisco, Itajahy, Florianopolis 
and Laguna. 


As will be seen from the following résumé, the improvement 
of the chief ports and the development of the country have been 
due not only to the initiative of the Government, but also tq 
the help of both national and foreign companies. 


PorRT OF MANAOS. 


Situated on the left bank of the Rio Negro, about ten miles 
from its junction with the River Amazon, is to be found the 
greatest river port of Brazil. The work of reconstruction was 
carried out by the Mandos Harbour Company, Ltd., at a cost 
estimated, on December 31, 1928, at 19,566,399$943. 


The shipping, commercial and financial statistics of this 
port during the last five years are as follows:— 
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Vessels entered. Goods. 
Year : 7 - i “he Seiten sros 
. é g | Gross Rev 2. 
Number. | ol Imported. | Exported ne ee 
| Tons. | Tons. 

1924 -- | 850 | 259,881 | 47,945 | 67,784 2,457,226$939 
1925 .. | 593 | 402,353 | 66,859 | 68,896 3,311,663$488 
1926 .. | 888 328,529 | 86,198 64,517 | 3,135,621$803 
1927 975 | 319,167 74,840 | 63,205 |  3,022,000$000 


| 


1928 .. | 1,095, | 438; 749 | 69,489 | 55, 166 | ee 





PORT OF ini po PARA. 


Situated on the estuary of the Para River, this port is the 
chief commercial emporium of the Amazon region. Up to 
June 30, 1928, the cost of the improvements carried out by the 
Port of Para Company was estimated at 59,885,847$872. It 
is properly equipped for transatlantic shipping. The traffic 
may be summed up in the following figures :— 








Vessels entered. Goods. 
Year. _ =— si ee Gross Revenue. 
| Number. — | Imported. Exported. 
onnage. 
| Tons. | Tons. 
1924 4. | 425 659,420 | 106,865 | 154,720 3,500,676$860 
1925 .. 677 972,804 | 195,541 | 164,930 | 3,992,367$860 
19626 (lk. T,099 972,596 | 147,579 153,798 | 3,804,629$290 
Uy 776 808,783 242,068 | 233,904 | 3,600,097$030 
1928... 1,070 1,089,657 208,029 218,712 | 3,624,192$370 





Timber, chestnuts and rubber form the bulk of the exports. 
PoRT OF RECIFE. 

One of the most easterly points in Brazil and a port of call 

for the majority of vessels bound for South America, the 

development of the port of Recife was carried out by the 


Brazilian Government at a cost of 101,377,184 francs, but it 
is now controlled by the Gov ernment of Pernambuco. 


| 





| V anil entered. Gusti | 
Year. |. l ene rays “| Gross Revenue. 

Number. | —— Imported. Exported. 

Tons. Tons. 

1924 «. 992 2,484,244 319,714 223,700 4,842,990$258 
1925 .. T,051 2,539,699 407,302 250,845 5,149,230$g990 
1926... 1,197 2,958,750 600,914 212,772 | 5,680,845$080 
1627 .. 1,206 3,087,857 440,043 | 265,283 | 5,245,639$220 
1928... 1,684 | 5,512,345 432,820 | 208,445 | 5,931,045$530 
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The chief imports are coal, petroleum, ironware, cement, 
etc. ; and exports, sugar, coffee and cotton. 


PoRT OF BAHIA. 

The reconstruction of the Port of Bahia was carried out 
with French capital at a cost of 23,448,759$096 by the 
‘“‘Companhia Cessionaria das Docas do Porto de Bahia.”’ The 
docks under the control of the latter, can accommodate liners 
up to a draught of 263 ft., the port, however, is accessible to 
vessels of any draught. 





Vessels entered. Goods. 

















a a ao ____| Gross Revenue. 
Number. | — | Imported. | Exported. 
| l | 
| | Tons. | Tons. 
1924 .. 2,966 | 4,984,445 | 249,167 | 229,001 | 4,599,027$517 
1925 .. | 3,284 | 5,577,524 | 274,181 | 242,481 5,042,341$390 
1926 .. | 3,140 | 5,906,540 | 247,359 | 206,131 4,485,587$520 
1927... | 2,951 | 6,350,546 | 256,407 195,870 | 4,714,836$340 
1928 ..| 2,860 | 7,012,477 | 269,579 | 213,086 | 5,012,239$052 


The chief imports are: wheat, coal and dried or salt meat. 
Exports: cocoa, tobacco and coffee. 


PoRT OF RIO DE JANEIRO. 

Situated in the magnificent bay of Guanabara, the port of 
Rio de Janeiro, the capital of Brazil, was developed by the 
Government at a cost of 140,865,178$706. Accessible to vessels 
of all draughts, it is leased to the ‘‘ Companhia Brazileira de 
Portos.”’ 


Vessels entered. Goods. | 

Year. - TS eens |S Gross Revenue. 
Number. eet Imported. | Exported. | a 
Tons. Tons. 

1924 .. 3,678 9,465,024 2,706,059 784,671 | 18,868,329$208 
1925 3,732 | 10,347,077 | 2,980,011 | 825,322 | 24,042,391$II9 
1926 3,799 | 10,011,814 | 1,870,694 800,420 | 24,311,726$269 
1927 .- | 4,041 | 11,099,761 | 1,974,352 859,774 | 25,422,733$558 

1928 4 


,326 | 12,040,727 | 2,239,514 993,638 | 26,056,008$297 


The chief exports from this port consist of coffee, manufac- 
tured goods, and minerals ; and the imports, of coal, iron, cement, 
etc. 
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PORT OF SANTOS. 

The port of Santos, the natural outlet for the rich hinterland 
of the State of Sao Paulo and the most important coffee 
exporting centre in Brazil, was built and is controlled by the 
“Companhia Docas de Santos.” A sum of 154,255,967$238 
was spent on the equipment of the harbour which will now 
accommodate vessels of a draught of 3oft. 





Vessels entered. Goods. 











Year. ms —— Gross Revenue. 
Number. | aieonen. Imported. | Exported. 
Tons. | Tons. 
1924 2,417 6,555,100 | 1,459,829 | 767,872 | 37,954,034$336 
1925 ) 2,326 6,458,132 | 2,074,447 | 775,202 | 50,243,476$164 
1926 | 2,668 | 7,501,869 | 1,822,888 | 737,635 | 44,829,439$429 
19627 ..| 3,0n9 9,076,766 | 2,042,968 | 835,735 | 47,715,017$071 
1928 | 35336 10,274,130 | 2,366,287 117,522 51,387,711$460 
| 





Coffee and Fruit and manufactured goods constitute the chief 
articles of export; and iron, cement and coal the chief imports. 


PoRT OF RIO GRANDE. 

The reconstruction of this port represents one of the greatest 
achievements of harbour engineering. The work on the bar 
was carried out at the expense of the Brazilian Government 
and that on the harbour by the Compagnie Frangaise du Port 
de Rio Grande do Sul. The original contract was subsequently 
rescinded and the whole port taken over by the State of Rio 
Grande. 











Frs. 
Sum spent on Bar before transfer of contract 140,320,546 
Rs. 
a Pree ,, after ss ” m 10,625,621$006 
” 9 ” Port ” ? ” ” 7,073,713$788 
Vessels entered. | Goods. 
Year. = FE SS —- _ | Gross Revenue. 
-_ Number. | a | Imported. | Exported. 
| | Tons. Tons. 
1924 .. | 1,095 | 1,331,824 | 334,864 228,363 | 4,402,764$677 
1925 .. 1,068 | 1,307,240 | 290,619 181,944 | 4,311,632$716 
1926 .. | 1,187 | 1,647,379 | 377,052 189,413 | 4,432,935$102 
1927... | 1,236 | 1,806,250 | 363,980 | 227,833 | 3,957,620$236 
T9QOZD x. 1,475 | 2,291,226 261,231 | 216,669 | 4,710,131$251 
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Postal Services in Brazil 


P to the end of the eighteenth century the transport of 

letters, the only means of communication then in existence, 

was, in Portugal as in other countries, in the hands of 
private individuals. This system did not lapse in Brazil until 
the foundation in 1798 of the Maritime Post under the control 
of the Portuguese Ministry of Marine. Under the new regulations 
two vessels were dispatched every two months to Brazil, one 
to the South where Count Rezende, Viceroy of Rio de Janeiro, 
was authorized to establish official means of communication 
with the chief military posts of Minas Geres, S. Paulo and 
Rio Grande do Sul, and one to the North where the Governor 
of Para was empowered to take similar steps with those of 
Matto Grosso, Rio Negro and Goyaz. 


With the coming of Dom Joao VI. to Brazil, in 1808, a 
new organization was formed and, on November 22 of the same 
year, the first postal Regulations of Brazil were issued. The 
ensuing thirty-five years witnessed the reorganization and 
development of the Postal Service and its extension to the 

various provinces, culminating, in 1843, in the adoption of the 
great reform introduced into England by the well-known 
Rowiand Hill, the originator of the postage stamp and of the 
principle of uniformity of postal rates. 


During the 10 years from 1871 to 1880, the Revenue Expenses 
and deficit of the Postal Service were Tespectiv ely : 10,187,870$ 
295 ; 13,065,976$072 and 2,878,105$777. During the financial 
year 1879-80 the correspondence handled in the. Central Office 
of Rio de Janeiro amounted to 10,346,402 items, that in the 


provinces to 19,451,200 items. 


On March 26, 1888, a notable reform was effected comprising 
the institution of the post of sub-Director and the grant of a 
bonus to the employees of the travelling and maritime postal 
services; the division of the Administrations into five classes 
and of the agencies into four; the improvement of existing 
examinations and the provision of a new course for re-admission. 


It is worthy of note, however, that on September 15, 1874, 
thanks to the energy and capability of Heinrich von Stephan, a 
Universal Postal Union was formed at Berne which was to 
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become the starting point for the greater unification of all 
the post offices of the world. Brazil joined this Union in 1877. 


On the establishment of the Republic on November 15, 1880, 
the postal organization, which already carried out an interchange 
of general correspondence with those countries belonging to 
the dual system of the Universal and Pan-American Unions, 
underwent a series of reforms which included the creation of 
an International Parcels Post in rg00, the establishment of 
branch post offices and of a Registered Package service for 
abroad in 1902, and the institution of a Money Order department 
in 1904. 


The Postal Revenue for the last five years was as follows :— 


re oe me aa ae 28 ,062,438$786 
1925 ve ad a a ee 31,173,208$375 
1926 a ae ~~ ad a 33,246,562$988 
ey ae _ os oe ee 35,078,965$488 
1925 ea as eae es be 54,167,289$298 


Letter Post statistics for 1928 :— 


(a) Ordinary correspondence. 


Received be dia i ss 906,940,695 
Sent out ss oi o rae 733,775,718 
In transit ee ers as dala 362,052,670 


(b) Registered correspondence. 


Received ae sa ics site 44,619,121 
Sent out “es ai as oa 40,474,451 
In transit oa ae bea oe 22,306,655 


(c) Securities sent by post. 


Received as ae es ai 809,178,495$054 
Sent out ee as ia ois 797,147, 111$g22 
In transit - he es <n 119,817,432$574 


(d) Movement of Mails. 


Received ae Pw = ne 6,172,660 
Sent out aa ae oe re 6,449,301 
In transit es - =e me 2,227,570 


(ec) Items sent by Express Correspondence. 


Received a ia ‘“ aa 2,760,777 
Sent out Pe ar és a 2,332,095 
In transit a i oa we 713,246 
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In 1928, 12,739 mails containing 116,359 items were trans- 
ported by Air; 139,986 parcels, including 19,103 registered 
packages to the value of 7,425,655 gold francs, were received 
from various countries, while 20,000 registered packages to the 
value of 3,997,000 gold francs were dispatched. 


In order to maintain communication between its 4,557 
departments, the Post Office, in addition to the regular lines 
| of communication by sea, river, railway and air, makes use of 
_ 2,848 special road circuits extending in all over 168,325 km.; 
while the whole service employs a personnel of 16,337, at a 
cost which in 1929 was budgeted at 66,124,250$070. ) 








The Telegraph System of 
Brazil 


| 
HE first telegraph line in Brazil was inaugurated between i 
the Imperial Park and the Campos Barracks on May 11, 
| 1852. Prior to this date the sole method of long distance | | 
communication in use was the optical telegraph, and its sphere 
was restricted almost entirely to communication with ships 
wishing to enter or leave the ports. 


The development of Brazilian telegraphic communication 
during the next few years was slow, the only notable events | } 
being the appointment of the Baron de Capanema to the post 
of Director General of Electric Telegraphs in 1855, the establish- 
ment in 1864 of the Departments of Optical and Electric 
Telegraphs, and the construction of the Southern telegraph 
line, a step made imperative by the war with Paraguay. The | 
basis for the foundation of an important department of Public | 
administration—with a clear definition of the duties of the | 
personnel—was laid down in a Decree of 1870, while in 1872, the | 
telephone service was added to that of the telegraph. 








In addition to the difficulties involved in the extension of 
the national system, the Administration was faced in 1874 
with those caused by the inauguration of submarine cable 
communication with Europe. These obstacles, however, were 
overcome by a man of singular ability, thanks to whose activity 
and devotion the country, as early as 1886, was provided with 
a net-work of telegraph lines along the length of her coast. 
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Since the advent of the Republic, in 1889, the Department, 
by introducing into its service rapid printing machinery, and by 
availing itself of the best results obtained by countries more 
advanced in the most efficient methods of wireless communica- 
tion, has taken the keenest interest in and kept pace with the 
progress that has taken place in the technical side of electrical 
telegraphy. 


The following statistics for 1928 will give some idea of the 
extent and activities of the Brazilian telegraph system :— 


Number of Stations belonging to the Union (including 


55 radio stations) .. i i ea is -. 1,350 
Semaphore Stations .. nia - sip a nr 3 
Telephone Stations 265 
Revenue an re ws “a wa 35,782,877$857 
Expenditure .. oe a sé ae 55,073,675$377 
Deficit si wie ia a ia 19,290,797$520 





In the figure for expenditure, however, are included expenses 
for services which will increase the nationai assets. 


Federal Telegraph Statistics : 


Telegrams transmitted i is igi - 5,707,122 
Words contained .. ee jl os .» 92,622,168 
Number of Telegraph stations: 
Belonging to Cable Companies .. aa oe 48 
- » Railways .. + - en 2,984 
a ,, Lelephone Companies ig ‘i 294 
Total of all Brazilian Stations - ie “a 5,115 
Total length of wire in use a - .. 170,000 km. 
Total number of telegrams transmitted .. .. 17,000,000 
Words contained ne a se Per .+ 270,000,000 
Telegraph Tariffs : 
Inland Telegrams per word - és ws Reis 300 
Official and State telegrams __) 
per word én » 200 


Members of Congress and Press j 
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Of the five Cable Companies at present operating in Brazil, 
the Western Telegraph Company, a British corporation, possesses 
three cables on the East Coast of South America from Belém 
do Para to Buenos Aires with, in addition to those at Monte- 
vidéo and Buenos Aires, twelve stations actually in Brazil (Para, 
Maranhao, Ceara, Pernambuco, Maceié, Bahia, Victoria, Rio de 
Janeiro, Santos, Sao Paulo, Santa Catharina, Rio Grande), 
and extensions of its system to Chile; to Lima over the lines 
of the Pacific and European Telegraph Company, and to various 
stations on the Pacific Coast. 


The Western Telegraph Company, in conjunction with the 
Eastern Telegraph Company, in 1874 laid the first cable to 
Europe, via Madeira and Lisbon, and later in 1922, by means 
of an agreement with the Western Union Telegraph, laid the 
direct cable between Brazil and the United States. Its trans- 
oceanic system consists of two cables from Pernambuco to 
Lisbon, touching land at St. Vincent (Cape Verde Islands) and 
at Madeira; cables from Rio de Janeiro and Buenos Aires to 
Asunsion, St. Vincent, Azores and London; and a cable from 
Brazil to Barbados, where it joins the direct submarine line, 
Barbados-United States. This submarine system has a total 
length of 29,995 miles. 


Of the other Cable Companies, a British corporation, the 
Amazon Telegraph Company, connects the States of Para and 
Amazonas with twenty river stations; a French Company— 
South America Cables—operates a line Pernambuco-Dakar- 
France; All American Cables Incorporated has two lines, Rio 
de Janeiro-Buenos Aires and Santos-Montevideo-United States ; 
and finally, an Italian company—the Submarine Telegraph 
Cable Company—operates a cable from Italy to Rio de Janeiro 
(via Las Palmas and Fernando de Noronha) and Montevidéo 
and Buenos Aires. 


Brazilian Wireless Stations are as follows :— 


International Wireless : controlled by the Brazilian Wire- 
less Company in direct communication from Sepetiba 
with London, Berlin, Rome, Lisbon, Madrid, Buenos 
Aires and New York. 
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Coastal Stations: 


Nine stations under the auspices of the Federal Govern- 
ment: Salinas-radio, Fortaleza-radio, Olinda, Amara- 
lina, Victoria-radio, Rio-radio, Santos-radio, Florian- 
opolis-radio and Junccao. 


Stations equipped with short wave installations. :— 

Conceigao do Araguaya, Maraba, Altamira, Maués, 
Humayta, Boa Vista do Rio Branco, Benjamin Constant, 
Soure, Itaituba, Caraury, Borba, Teffé, Clevelandia, 
Manicoré, S. Paulo de Olivenca, Sao Gabriel, Rio 
Branco, Mandaos, Para, Belém, Bahia, Blumenau, Central, 
Florianopolis, Natal, Porto Alegre, Recife, Victoria e 
Bocca do Acre. 


The Morse equipment at Porto Velho in Amazonas and 
Rio Branco in Acre has been replaced by short wave installa- 
tions, a power of 1 kilowatt at the latter station giving it direct 
connection with Rio de Janeiro; while the Central radio station 
has been entirely remodelled to comprise four instruments of 
1.5 kilowatts each giving direct communication with the 
equally powerful equipment at Porto Alegre, Bahia, Recife, 
Manaos, Belém and Rio Branco. The Baudot instruments at 
S. Paulo, Curityba, Porto Alegre, Ponta Grossa, Rio Grande, 
Recife and Belém have been recently remodelled, those at 
S. Paulo and Porto Alegre being provided with Murray’s 
Phonic motors and with Grunewald transmitters, those at 
Rio Grande, Recife, Fortaleza and Belém with Grunewald 
transmitters, and those at Curityba, Ponta Grossa and Sao 
Luiz with Phonic motors. It is understood that similar improve- 
ments will shortly be introduced in all stations furnished with 
the Baudot system; while Baudot instruments have already 
been installed in those stations between Bahia and Recife 
previously provided with Morse appliances. 


Last April, direct communication was established between 
Rio and Belém by an interior circuit, the Murray instruments 
recently installed getting into touch at a distance of approxi- 
mately 3,600 kilometres. 


Other alterations and improvements, either in hand at 
present or to be carried out shortly, include the substitution 
of teletype instruments for Morse and the installation of a 
Baudot Duplex instrument between Rio de Janeiro and 
Florianopolis which will enable Sao Paulo, Curityba, Florianopolis 
and Rio to communicate with each other simultaneously. 
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STATE OF SAO PAULO 


Extract from the Message by Dr. Julio Prestes de 
Albuquerque, President of the State of Sao Paulo, 
presented to Congress on July 14th, 1929. 





WO years ago I took over the Government of the State of 
Sao Paulo, and ever since I have done my best to carry 
out the duties to my fellow citizens which I then assumed. 


I have complied strictly with the programme of my Govern- 
ment without having, during the first half of my term of office, 
encountered any obstacle. I feel, however, that my responsi- 
bility increases every moment when I bear in mind that we 
are passing through a period of the greatest development 
and prosperity that our land has ever experienced. 

THE STATE BANK 

The Government is constantly endeavouring to develop the 
State Bank, the organization of which continues to answer 
admirably the purposes of its foundation. The creation of a 
hypothecary department, the authority to issue gold bills, as 
well as the granting of credits against bills of lading of coffee, 
are all producing the expected results. The State Bank has 
become the best incentive and support towards the many necessi- 
ties of the economic life of the State and in the development of 
public and individual fortunes. That establishment, which on 
June 30, 1927, showed a turnover of 588,326,837$224, increased 
its turnover by December 30, 1928, to 2,742,527,804$000, and on 
June 30 of this year that turnover reached nearly three million 
contos, or, in exact figures, 2,906,104,472$537. 

Founded for the purpose of attending to the claims and needs 
of the working and productive classes, the State Bank is most 
successfully carrying out the work of developing the wealth and 
prosperity of the State. 

By financing the greatest crop that we have ever produced, 
it gave assistance to all the growers, who applied for it, for the 
initial cost, perfecting and development of their cultivations, as 
well as by financing the growers so as to enable them to tide over 
the time during which their crops were being warehoused in the 
sheds of the Coffee Control, where the coffee had to be held up in 
order to safeguard the general interests of coffee production. 
With its turnover, which can be estimated at about three million 
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contos, it did not once reject any legitimate business. Neither 
did the bank ever have a bill due that was not met on its due 
date, nor did it ever allow a single bond or draft to be protested. 
There was no question of any legal proceedings. 


The monetary reform of December 18, 1926, with the 
stabilization, created, for all business, a pledge of the greatest 
and most permanent safety, and stimulated and. ensured the 
development and the success of all the undertakings established 
in the country. 


The Bank carries out its operations with the resources 
provided by its own capital, by the deposits of the Coffee Institute, 
by the proceeds of the gold hypothecary bonds placed abroad, 
and by the Government and private deposits, the amounts of 
which are every day increasing. 


ASSISTANCE TO PRODUCERS 


In 1928 the Bank was able to finance 4,780,679 bags of coffee, 
with a value of 240,850,000$000, and to invest on security 
35,592,000$000 and on mortgage on rural estate 122,753,000$000 
and mortgage on town estates in this capital 30,268,000$000. 
All the services of the gold bonds, the remittances of the State 
Foreign debt, the deposits paid in by the Savings Bank, the 
credit operations of the State, are carried out through its inter- 
vention. The net profits of the financial year, with the balance 
carried forward, amounted to 30,305,147$202. Of this profit 
the Government succeeded in putting aside out of the reserve 
fund the sum of 10,000,000$000 for the installation of new 
departments to take over the sugar, cotton, fruit growing and 
cattle breeding industries, new sources of revenue and wealth 
which are more than our means of production can cope with. 
As regards sugar and cotton, the Bank grants loans against 
warrants, provided these goods be deposited in the general ware- 
houses. For the cultivation of oranges loans are made on the 
same lines as for the cultivation of coffee; and for the develop- 
ment of the cattle industry it has established hypothecary loans 
guaranteed by agricultural property up to a maximum of 66 
times the value of the Land tax (on a three years’ average) paid 
on the property, with a guarantee that it shall not exceed one- 
third of the valuation made by the Bank. The measures tend 
to develop the organization of the agricultural credit of the State, 
and to ensure public and private fortunes against the crises 
which periodically afflict us. 

By means of such an organization the producers are able to 


defend their own interests without needing any artificial valua- 
tions or any official intervention in the markets, which in the long 
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run always finished by upsetting the economic balances, which 
should rather be regulated by the laws of consumption. So well 
organized is the control of our production with the efficient and 
powerful assistance of the bank, that the most eminent statesmen 
look upon it as the only possible measure of salvation capable of 
checking the action of speculators against the growers whenever 
the crops are excessive. 


THE COFFEE INSTITUTE 


The balance-sheet of the Coffee Institute shows that the 
receipts during the year were as follows :— 


Interest... one i 10,792,303$388 
Dividends ... sis ae 1,028,240$000 


the value of its real estate having increased to 11,685,149$220, 
and the expenses of propaganda, salaries, rents, the work of 
loading and unloading, and dues to 8,823,945$830, so that the 
balance appearing on December 30 was 229,513,823$540 in 
current money. During the year 1928 there were shipped 
through the port of Santos 8,989,101 bags of coffee, which realized 
2,006,816,835$450 as compared with the exports in 1927, which 
amounted to 10,296,857 bags, to the value of 1,844,167,178$200. 
That is to say, although there was a reduction of 1,307,756 in 
the quantity of bags, there was an increase in the value of 
162,649,654$200. 

The Coffee Control, on the basis of the 1927 agreement, 
renewed in 1928, continues to be rigorously maintained, and is 
based on regularity of transport to the shipping ports, propa- 
ganda, and finance. The decrease in exports can be attributed 
to the opposition which the Coffee Control has had to fight, not 
only abroad but in our own country as well. To this factor we 

can also add the great quantity of inferior coffee (6 million bags) 
that was spoilt by the rain during the 1927 crop. 


DEFEAT OF “ BEAR’”’ CAMPAIGN 


” 


In October, 1928, the “ Bear ’’ campaign reached its height 
with the organization of a powerful group of speculators on the 
Boston Exchange. In addition to the report, based on false data, 
that the Institute lacked the means to finance its stock, which 
latter constituted a record as regards the quantity warehoused, 
and that the world’s stocks in July, 1930, would attain the 
colossal figure of 25 million bags, or more than double what would 
be allowed, this group were selling coffee on credit at prices below 
those current in the market. At the same time the “ Bears ”’ 
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who were working in Brazil were endeavouring to confuse and 
destroy public confidence and doing their best to demoralize 
business in general. In this instance, also, they had recourse to 
fantastic statistics, which endeavoured to prove that we had lost 
the supremacy and control of production, that the policy of the 
Coffee Control of putting a fixed value on the product would 
bring in its wake an increase in the plantations of other-countries, 
and that the American Government was hostile to the control 
and would fight its plans in the same manner as it had fought the 
Stevenson plans for the artificial valorization of rubber. 


The attitude adopted by the Institute was so firm and so 
sure that our triumph was not long in declaring itself. The false 
statistics, spread everywhere, having been refuted, and the 
confidence of foreign markets having been established, the 
reaction became very perceptible—our sales improved con- 
siderably and export bills once more appeared in great quantity, 
thus tending to solidify the rate of exchange and at the same time 
secure for the Government of the Union a splendid victory over 
those who were trying to upset the exchange. 


At last our enemies had to confess that the Coffee Institute 
does not impose an artificial value on that product, but merely 
serves to protect it against the attacks of speculators. By means 
of regularity of export and by financing the coffee which is held 
back, the grower is able, single-handed, to wait until a better 
offer comes along for his produce without being obliged to 
deliver it at a loss, as was formerly the case. 


COFFEE PRODUCTION COSTS 


According to a work most carefully compiled by Consul 
Senhor J. C. Muniz, who studied local conditions, visited coffee 
estates, interviewed agricultural societies and all others interested 
in the matter, the cost of production in Sao Paulo is as follows :— 


In the old zone (37 arrobas per 1,000 plants) the total cost 
of 10 kg., including interest, is 28$510. In the intermediary 
zone (55 arrobas per 1,000 plants) the total cost of 1okg., 
including interest, is 23$860. In the new zone (70 arrobas per 
1,000 plants) the total cost per 10 kg., including interest, is 
21$770. These statistics show that the actual price of coffee is 
not exaggerated, because the date quotations in Santos show the 
value of the average production of Sao Paulo, which value is 
usually that of type four (4) current in the market for available 
stocks. The level of quotations is high, not through any 
operations or impositions of the Institute, but owing to the 































scarcity of the finer qualities. Rain coffee is sold from 
20$000 to 28$000 per 10 kg., according to the more or less 
damaged condition in which it happens to be. 


Brazil possesses 2,029,516,000 coffee plants out of the 
3,366,896,000 existing in the world. Of the Brazilian coffee 
plants, Sao Paulo has 1,150,983,000; Minas Geraes, 588,284,500 ; 
Rio de Janeiro, 146,219,000; Espirito Santo, 129,450,000; 
Bahia, 71,097,000; Pernambuco, 55,000,000; Parana, 
27,500,000, the balance being in other States. 


The production in Brazil from 1912 up to the present 


has been as_ follows, in comparison with that of other 
countries :— 
Bags of 60 kg. Percentage. 

Other Other 
Crops. Brazil. countries. Brazil. countries. 
IQI2-I3 12,131,000 4,265,000 73°95 26°05 
I9I3-I4 14,459,000 5,284,000 73°23 26°75 
IQI4-I5 13,458,000 5,053,000 72°70 27°30 
1915-16 14,374,000 4,584,000 75°82 24°18 
IgI6—-17 12,741,000 3,951,000 70° 32 23°68 
1917-18 15,836,000 3,011,000 84°02 15°89 
Ig18—19 9,721,000 4,500,000 68 - 34 31-66 
IQIQ—20 7,500,000 7,081,000 49°40 50:60 
1920-21 14,490,000 5,787,000 71°46 28-54 
192I-22 12,862,000 6,296,000 65-00 35°00 
1922-23 10,194,000 5,705,000 60-32 39°68 
1923-2 14,864,000 6,868,000 68-40 31°60 
1924-25 13,721,000 6,762,000 66°99 33°01 
1925-26 14,009,000 7,047,000 66°53 33°47 
1926-27 14,184,000 7,068,000 66°74 33°26 
1927-28 28,334,000 8,003,000 47 °O7 23°03 
It only needed the above statistics to prove the falsity of 


our enemies’ claims and to establish confidence in the world coffee 
market. All the arguments built round their fantastic ideas fell 
to the ground before the smashing eloquence of the above data. 
But we had already emerged victorious when, in the month of 
December, we exceeded the largest previous half-yearly exports 
by 836,000 bags, thus showing that confidence had once again 
been re-established in the import markets and that these latter 
were endeavouring to renew their stocks. 


Relying on the stability of our policy, we continue organizing 
our Coffee Control. If in 1928 we exported from the port of 
Santos 1,307,756 bags of coffee less than in 1927, and if the State 
Treasury, for that reason, collected 15,047,564$405 less in export 
taxes, we, by way of compensation, increased the revenue of the 
State by 30,187,143$700; and exports yielded 46,695,669$325 
more than in 1927, the exports of coffee alone having produced 
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an increase of 162,649,657$250 in value. Our growers, therefore, 
made a profit of that sum, over and above what they had done in 
1927, but they also remained with the coffee which had not been 
exported, and represented a value of 261,561,200$000, thereby 
increasing their wealth. 


ACCUMULATED STOCKS 


The reduction in the imports of coffee into the United States 
was not meant as a hostile movement against the Institute, as 
our adversaries tried to make us believe. All the producing 
countries suffered a diminution in their exports, and the reduction 
in the exports of Brazilian coffee was barely 12-43 per cent., 
whereas in Colombia they had a reduction of 63-1 per cent. and 
in Arabia (Aden) 38-85 per cent., while those in Central America 
suffered a reduction of 26-96 per cent. 


The causes of these reductions are various and chiefly due 
to an accumulation of stocks left over from the previous season 
which should have been consumed, and, in our case, to the great 
quantity of rain coffee from the crop of 1927-28. Brazil, during 
that year, gathered the largest coffee crop that up to now has 
ever been registered, namely 28,000,000 bags, which in themselves 
alone exceeded the world’s crop. As the following crop was 
relatively small, our approximate stock on June 30 of this year 
was barely 8,000,000 bags. 


This stock did not increase, because the exports for 1927 
amounted to 10,296,857 bags, and those of 1928 to 9,549,955, of 
which 8,989,101 were shipped from Santos alone, the above 
figures being greater than the average from 1913 to 1926. 


This data does away with the argument that we are holding 
back and accumulating our coffee to the advantage of the other 
countries, who, at our expense, sell their produce at a higher 
price and get an incentive to increase their plantations. In the 
first place, our competitors suffered a greater percentage of 
reduction in their sales, and in the second, the holding back of 
stocks implies an abnormal production which exceeds con- 
sumption and, therefore, can in no way induce further planting. 


During the first four months of this year the exports of coffee 
exceeded both in quantity and value the exports corresponding 
to the same period during previous years. 


What is taking place with coffee is also happening with 
other products, viz., textiles, cotton, meat, hides, cereals, and 
fruits, which continue to realise remunerative prices in the 
markets of their consumption. 
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The Municipality of Sao Paulo) | 
| | t 
‘amtiaigacned . - ” “ | } T 
' ec 
FINANCIAL SITUATION Ee 
(Extract from an Address to the Municipal Chamber of Sado Paulo by Prefect | | 
Dr. J. Pires do Rio on the Administration during the years 1926, | 
1927, and 1928.) 
O* taking over the Administration of the Prefecture on January 15, 1926, | 
our first care was to examine the financial situation of the Municipality 
in order to classify the expenses into those which are ordinary and | W 
inevitable, and those which are extraordinary, but necessary. It did not take a 
long to ascertain that the financial situation was such that it would not permit | | 0 
of the institution of any expensive new services. It was unfortunate that, 
although budgeted at 38,462 contos, the ordinary revenue for the last financial | | 
year (1925) did not in fact exceed the sum of 34,569 contos, while, with h 
expenditure amounting to 38,056 contos, there remained a net deficit of b 
Io per cent. : 
| b 
The heaviest burden with which the Municipality had to contend, however, tl 
was the existence of an enormous Floating Debt, composed of short term Bills | Ir 
at the following high rates of interest : 
I. {£100,000 ... = - .. at 14°) per annum it 
2. £150,000... aa Poe es ee a ce 
3. £146,645... aie ree ae a ‘i m 
4. 10,450;000$000 _... ne ee ee 3 
5. 914;010$000 es ai i ie ‘: | m 
A calculation at the official rate of exchange showed the Floating Debt to | ce 
have exceeded 23,000 contos, a considerable charge for a Municipality whose Cc 
annual revenue was not much in excess of 34,600 contos; but a contributory 
factor of considerable weight to this excessive figure proved to be the heavy 
rates of interest. It was to the alleviation of this factor, by the redemption es 
of existing Bills with money obtained at better rates, that the Prefecture Fi 
turned its immediate attention. - 
| 
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THE MUNICIPALITY OF SAO PAULO—continued 


The success of this measure, as is shown in the accompanying figures for 
the Floating Debt at the beginning of the Financial year 1927, gives ample 
proof of the credit enjoyed by the Municipality in direct contrast with the 


experience of the preceding year. 


I. £150,000... ve ee ... at 8° per annum 
2. £200,000... ute tae ae, + ae . 

3. {£100,000 710 

E, A » eee eee eee eee » 42/0 » ” 
4. £22,000 aaa bees me nae Pe m% es ry 

5. 2,998 :750$000 10° 

5: #99 he) coe eee eee ” oO » ” 


In conclusion, at the opening of the financial year 1926, the Municipality 
was faced witha deficit from the previous year of more than 3,000 contos, and 
a Floating Debt to the amount of 23,000 contos, paying an average interest 
of more than 12 per cent. 


We were thus in a delicate financial situation, on the face of which it would 
have appeared imprudent to have thought of raising a loan; but at the 
beginning of 1927, the year following our appointment, the Prefecture was in 
a position to announce that the previous financial year had closed with a 
balance, between revenue and expenditure, of more than 4,000 contos, while 
the Floating Debt, which had not been increased, was paying an average 


interest of 8 per cent. 


With its credit duly established and free from a heavy rate of interest on 
its Floating Debt, the Municipality was able to negotiate a loan under excellent 
conditions for the consolidation of the Debt and the realization of some of the 


more urgent Public Works. 


After keen competition between fifteen first-class North American and 
European Banking Houses, a loan of $5,900,000 at a rate of interest of 6} per 
cent. and an issue price of 94.5, was at length accepted from the First National 


Corporation. 


™n introducing our last Annual Report, we published in its entirety the 
contract for the Loan and showed how, in addition to the redemption of the 
Floating Debt, it allows a margin for the cost of the Works which we are at 
present carrying out. 
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Bank Meeting 





ANGLO-SOUTH AMERICAN BANK, LIMITED 


FURTHER EXPANSION 


IN THE FIGURES 





BALANCE OF 


HE forty-first annual general meeting 
of the Anglo-South American Bank, 
Limited, was held on October 15th 


at Winchester House, Old Broad-street, 
London, E.C. 


Mr. Robert John Hose, chairman of the 
company, presided. 

The Secretary (Mr. J. Shea) having 
read the notice convening the meeting 
and the auditors’ report. 

The Chairman said :—Ladies and gentle- 
men,—Apart from the fact that the abnormal 
position in New York is resulting in the 
narrowing of the accepted international 
basis of credit in markets urgently requiring 
gold, a further anomaly is that the great 
increase in trading in shares on the New 
York Stock Frchange has proceeded side 
by side with a marked shrinkage in public 
issues, including loans to other nations. 
Nevertheless, there has been a continued 
expansion of American holdings in South 
American public utility enterprises, whilst, 
despite the reduced volume of loans, United 
States trade with the South and Central 
American Republics continues to expand. 


EXPORT TRADE 


A static condition in a world of growth 
is equivalent to decline. This phrase, I 
think, epitomizes fairly the condition of 
British export trade with Latin America, 
for even if it be assumed that the actual 
value of Great Britain’s exports to South 
America is at the same level as in former 
years, it is indisputable that our percentage 
of the trade of that continent has gradually 
contracted. This is proved by official 
statistics. The less prominent position of 
Great Britain is apparent in all the markets 
of Latin America, and the fundamental 
changes in trading conditions there during 
the post-War decade irresistibly force the 
conclusion that the next decade—if not, 
indeed, the next few years—will prove 
the most important of all in deciding our 
future commercial relations with that. con- 
tinent and that the grasping or losing of 
opportunities during that period will have 
permanent effect upon our ultimate standing 
in those markets. 


This theme of British trade with Latin 
America is one upon which I have dwelt at 
preceding meetings, but its great importance 
must be my excuse for reiterating the need 
for intensive efforts on the part of this 
country to meet the competition from the 
powerful selling organizations of other 


AUTHORISED CAPITAL TO BE 


ISSUED 


countries, as well as from the increase in 
output of local manufacturing industries. 

With a corresponding loss to our export 
trade in certain existing lines of goods 
apparently inevitable, the question naturally 
arises as to what extent and upon what 
bases Great Britain can compensatingly 
co-operate with these new industries. 
Already many firms, including British, 
formerly exporting goods, to South America, 
have established local factories there, and, 
although for the most part these are so 
far devoted to the manufacture of articles 
for personal use, in some cases they are 
engaged in finishing processes upon goods 
partially manufactured on this side. On 
the whole, therefore, it is possible to visualize 
directions in which British capital and 
experience working in close conjunction 
with local enterprise might, under modern 
rationalized conditions, and assisted by a 
wise and sympathetic fiscal policy on the 
part of the authorities, find valuable ground 
for future expansion. 


GOVERNMENT'S COMMITTEE OF 
INQUIRY 


The Chancellor of the Exchequer, who 
has proved himself possessed of a keen 
grasp of modern economic problems, has 
recently announced the impending appoint- 
ment of a _ representative committee of 
inquiry, with wide terms of reference, 
to investigate all aspects of banking, 
financial and credit policy, particularly 
with regard to their effects on industry. 

Presumably the investigation will include 
an examination into our present taxation 
policy, for there can be no doubt that, 
apart from the heavy burden of direct 
taxation itself, the rigidity of the system, 
especially in its application to the non- 
resident foreigner—upon whose good will 
depends to a considerable extent our oversea 
trade—places us at an initial disadvantage 
in relation to those competitive countries, 
such as the United States of America, 
where the fiscal policy is so much less 
onerous. The imposition of British income- 
tax, supertax, and death duties—not only 
on investments but also on bank deposits- 
is regarded by the non-resident foreigner 
as arbitrary and unreasonable, and if 
modifications in this direction could be 
instituted undoubtedly capital that now 
goes elsewhere would be diverted to this 
country. Free trade in capital might very 
possibly lead to an increase in trade generally, 
thereby providing compensating sources of 
national revenue. 
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ARGENTINE CONDITIONS 


During 1928 conditions in Argentina 
were on the whole prosperous, the total 
value of all exports again almost approxi- 
mating to the highest figure yet recorded. 
It is already apparent, however, that the 
income to Argentina from her export 
trade this year will not be so great as 
during 1928, the general level of export 
prices having been lower. Prospects for 
the forthcoming crops are at the moment 
somewhat obscure, although it is to be 
feared that, owing to the lengthy drought 
experienced, the yield of linseed in particular 
will be very much smaller, while that of 
wheat and oats will also be unfavourably 
affected. Ploughing and sowing for maize, 
however, are being carried on very actively, 
and a substantial increase in the area 
sown may be expected. So far as can be 
judged by the present trading position, 
there does not appear to be any likelihood 
of any substantial movement in the exchange 
value of the peso in the near future. During 
1928 the money market was easy, but 
the subsequent export of gold, of which 
$30,000,000 was taken from the Caja de 
Conversion, reduced the currency in circula- 
tion by some $68,000,000 (paper), and money 
is now decidedly dearer, with interest 
rates showing a tendency to rise. The 
position of the finances of the Republic 
continues satisfactory, and the monetary 
conditions ruling in New York have resulted 
in a complete absence of Argentine borrowing 
operations there during the current year. 

President Irigoyen, who assumed office 
in October, 1928, has given evidence of a 
policy favourable to the intensive develop- 
ment of the agricultural industry of 
Argentina, as well as towards improvements 
and extensions in the railway systems. 
Generally speaking, the Argentine economic 
situation continues on a very sound basis, 
although the immediate future naturally 
depends upon the eventual out-turn of 
the forthcoming crops. 


CHILE 


The course of operations in the financial 

markets in Chile during the past year has 
continued to emphasize fully the great 
change in credit conditions which has 
been effected since the establishment of 
the Central Bank, the present era of steady 
and low monetary rates contrasting sharply 
with the erratic movements and frequently 
high levels to which we were accustomed 
for years before 1926. A year ago I made 
brief mention of the Government’s credit 
policy, pointing out that the operations 
of Treasury experts were becoming an 
increasing influence in Chilean markets, 
the bases of which were thereby approxi- 
mating more to those existing in the older 
and more financially experienced States, 
and during the past 12 months the increase 
in bank deposits has again been assisted 
by funds made available through the 
medium of official institutions. The co- 
incident greater activity in commerce and 


industry, however, has resulted in the 
banks experiencing a keener demand for 
loans. 

The total gold holding of the Banco 
Central de Chile is now as high as 96 per 
cent. of the deposit and note liabilities, 
and the Republic continues to enjoy the 
benefits of an extremely stable currency. 
The maintenance of interest rates at low 
levels has, of course, continued to assist 
the State in its issues of internal bonds 
under the large scheme of public works. 

The agreement with the synthetic nitrogen 
interests, combined with the tendency 
for the various Chilean producers to con- 
centrate into a very few large groups, 
should prove of substantial benefit to the 
industry in its future development. 


PERU 


No official announcement has yet been 
made with regard to the ultimate basis 
of currency stabilization in Peru. The 
central banking institution--the Banco de 
Reserva de Peru—had on June 30, 1929, 
a gold reserve representing 78 per cent. 
of the total currency issue, and on September 
2 last its rediscount rate for member banks’ 
paper was reduced from 7 to 6 per cent. 
per annum. A _ further develepment of 
distinct interest is the projected inauguration 
of the Mortgage Bank. 


CENTRAL AMERICA 


Our operations in the Central American 
and adjoining countries, where branches 
were established some three years ago, 
have, I am pleased to state, continued 
to develop in a gratifying manner, 

The Republic in this group in which 
our interests mainly lie is Colombia, where 
the Government had been pursuing for 
some time a very extended scheme of 
public works of economic importance, con- 
sisting primarily of extensions to roads 
and railways, this programme having been 
mainly financed by loans floated abroad. 
The Colombian authorities are to be con- 
gratulated, however, on having shown 
prompt recognition of the international 
monetary developments early in the current 
year. They wisely decided not to extend 
further their loan commitments abroad, 
and also radically to curtail expenditure. 
Naturally, this led for a time to somewhat 
stringent commercial conditions, and the 
central banking institution—the Banco de 
la Republica—has raised its official re- 
discount rate from 7 to 8 per cent., although 
the latest available statement of the bank 
continues to show an exceedingly strong 
position, the gold holding representing 
cover for the total note circulation of over 
100 per cent. The sound judgment 
shown in the adoption of the principles 
of central banking has, therefore, been 
amply proved. 

The Banco Central de Guatemala continues 
to function satisfactorily, and is proceeding 
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steadily with the replacement of the old 
peso notes by the new quetzal issue. 


EXPANSION OF GENERAL BUSINESS 

The principal feature of this year’s 
balance-sheet, as you will already have 
seen, is a further moderate expansion in 
the total figures. 


CHANGE IN LATIN-AMERICAN 
CONDITIONS 

In considering our accounts, the principal 
fact to be borne in mind is the very great 
change which has come about during the 
past few years in Latin-American conditions 
due to the adoption of centralized banking 
systems, with the resultant lower and more 
stabilized monetary rates, as well as the 
increase in expenses necessarily accompany- 
ing the introduction of legislation for the 
superintendency of banks, and also various 
social laws. I have perforce referred to 
these matters at our annual meetings 
during the past year or so and have addition- 
ally commented thereupon in my preceding 
remarks to-day in regard more particularly 
to Chile, Colombia, and Peru. As_ the 
general situation and outlook in Latin 
America tends more to stability, so do 
business conditions tend to approximate 
more to those °xisting in the older markets 
of Europe, where in normal times rates 
are low and not subject to sharp changes. 

With the passage of time and the accom- 
panying progress in Latin America this 
evolution was, of course, inevitable sooner 
or later, and, indeed, from the general 
economic point of view can only be regarded 
as of fundamental advantage to the nations 
concerned in ensuring commercial and 
industrial growth amid the encouraging 
environment of stable conditions. The net 
result to be anticipated is an increased 
turnover in general business at a lower 
margin of profit, and this we, in common 
with other institutions, are now experiencing. 
Of course, from the banking point of view, 
you will agree with me that it is preferable 
to be able to conduct more extensive 
operations with safety at lower interest 
rates rather than under the necessarily 
restrictive conditions arising from instability 
even when accompanied by high returns; 
and, in the eventual out-turn, the net 
trading results are probably more or less 
the same. 

BANK’S LARGER TURNOVER 

Tbe inclusion in our present profit and 
loss account of business formerly transacted 
bv certain British Bank branches, to which 
I have already referred, has had the effect 
of increasing both the gross profits and the 
charges there against. Nevertheless, after 
making allowance for these exceptional] 
items, there has been a real increase in 
profit as a result of a larger turnover in 
business at margins of profit lower than 
formerly, the additional volume of business 
being accompanied by a natural increase 
in our charges. In common with most 
large institutions, we inevitably also en- 
counter during the year expenditure of a 


non-recurrent or special nature of some 
kind or other, but I do again assure you 
that the whole question of our expenses 
is, and will continue to be, the special 
object of our close and unremitting attention. 
The fusion of the business of our two main 
branches in Buenos Aires is now an accom- 
plished fact, and progress has been made 
in the reduction of charges there, although 
the full effect has not been seen in the past 
year. 

PROPOSED FURTHER ISSUE OF 
CAPITAL 


You will appreciate that the increase 
in our trading operations under the present- 
day conditions which I have just endeavoured 
to outline brings us necessarily to the 
consideration of the advisability of increasing 
our working funds. There is, I am sure, 
no need for me to enlarge upon the fact 
that in the countries where we operate, 
which are still in course of active economic 
development, money must in many Cases 
go into production before wealth is created, 
or, expressing it in banking terms, advances 
must, generally speaking, precede deposits. 
As I have already pointed out, the establish- 
ment of stable monetary conditions in 
South America should prove favourable 
to general commercial development, while 
it is to be hoped that Great Britain’s share 
of that increase will be fostered by the 
recent visit of the official Mission to South 
America, as well as by the forthcoming 
exhibition in Buenos Aires, with which 
I have already dealt in some detail. 

In the circumstances, therefore, your 
directors are of opinion that the moment 
is opportune to propose, subject to your 
approval, to issue in the near future the 
balance of the authorized capital, which 
amounts to some 1,250,000 sterling. The 
type of share which your board have in 
mind to propose is of a somewhat different 
character from those at present issued, and 
at an early date we hope to have the full 
details ready to submit to you at a meeting 
which will be specially convened to consider 
the matter. For the present I will content 
myself with saying that I think you will 
have every reason to approve of our 
eventual scheme. In drawing this up 
your directors will, I need hardly say, 
keep primarily in mind the interests of 
existing shareholders, who will have prefer- 
ential consideration in the proposed issue. 

I now have the pleasure to move the 
following resolution, and, after it has 
been seconded by Mr. Goudge, I will invite 
any shareholders to make such observations 
as they desire :— 

That the report and balance-sheet, as 
distributed, be adopted, and that a final 
dividend of 5s. a share, less income-tax, 
be and is hereby declared, payable on 
21st instant.” 

Mr. J. A. Goudge, C.B.E. 
man), seconded the resolution. 

After tributes to the staff and a vote of 
thanks to the chairman and directors, the 
proceedings then terminated. 


(deputy chair 








/ 


